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The  purpose  of  this  study  was  to  evaluate  the  horizontal  equity  and  wealth 

neutrality  of  the  Florida  Education  Finance  Program  between  the  years  1990  and  2000. 

The  research  questions  addressed  the  shifts  in  the  equity  of  the  formula  that  occurred 

during  these  years,  the  nature  of  the  relationship  between  funding  per  student  and 

property  wealth  per  student,  and  the  policy  changes  that  may  have  been  associated  with 

the  observed  changes  in  equity.  A  number  of  measures  of  univariate  dispersion  were 

employed  to  examine  the  horizontal  equity  of  the  funding  formula,  and  regression 

measures  were  utilized  to  determine  the  wealth  neutrality  of  the  formula.  Overall,  the 

formula  exhibited  a  slight  trend  toward  increased  horizontal  equity  and  increased  wealth 

neutrality,  although  the  equity  of  the  formula  did  not  increase  steadily  during  the  years 

that  were  observed.  The  regression  analysis  found  the  relationship  between  funding  per 

student  and  wealth  per  student  to  be  quadratic  in  nature. 


CHAPTER  1 
INTRODUCTION 


Introduction 


The  issue  of  equity  has  become  increasingly  prominent  within  the  field  of 
education  finance  in  recent  years.  This  is  especially  true  in  light  of  the  nationwide  trend 
toward  school  finance  litigation  that  began  in  the  1970s.1  Since  then,  the  vast  majority  of 
states  has  enacted  a  variety  of  education  finance  reforms  in  an  attempt  to  achieve  greater 
equity  among  students.    In  Florida,  these  reforms  continue  to  occur  on  an  annual  basis  as 
the  Florida  Education  Finance  Program  is  reviewed  and  revised  each  year  by  the  Florida 
Legislature.3 

The  State  of  Florida  is  required  by  a  state  constitutional  mandate  to  provide  for  a 
"uniform,  efficient,  safe,  secure,  and  high  quality  system  of  free  public  schools."4  The 
current  mechanism  for  funding  public  education,  the  Florida  Education  Finance  Program 
(FEFP),  was  established  in  1973  in  order  to  ensure  an  equitable  distribution  of  state  and 
local  funding  to  all  children  attending  public  schools.5  The  development  of  the  FEFP 
marked  an  important  shift  in  the  method  of  funding  public  education  in  the  State  of 
Florida  by  providing  funds  on  the  basis  of  pupil  units  and  program  costs  rather  than  upon 
the  number  of  teachers  or  classrooms.6    Thus,  instead  of  providing  funding  on  the  basis 
of  teacher  units,  the  FEFP  based  financial  support  on  individual  student  participation  in 
specific  educational  programs,  each  with  a  unique  cost  factor.7 
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The  1973  Florida  Legislature  had  specific  concerns  regarding  the  equity  of  the 

existing  funding  formula,  which  was  based  upon  the  concept  of  a  minimum  foundation 

o 

program.     Thus,  a  new  funding  mechanism  was  developed  which  attempted  to  provide  a 
more  equitable  distribution.  The  new  Florida  Education  Finance  Program  took  into 
consideration  certain  disequalizing  factors,  such  as  the  variations  in  local  property  tax 
bases  among  the  school  districts,  the  varying  cost  of  living  among  the  school  districts,  the 
varying  cost  of  different  educational  programs  and  grade  levels,  and  the  varying  costs  of 
education  due  to  the  sparsity  and  dispersion  of  the  student  population.9 

At  the  time  of  its  adoption,  the  FEFP  was  generally  regarded  as  "a  national  model 
for  inter-district  equity."10   At  the  time,  one  education  finance  scholar  noted  that 
Florida's  funding  formula  was  "one  of  the  most  complex  in  the  nation."1 '  However,  this 
funding  formula  has  experienced  a  number  of  changes  and  adjustments  since  its 
inception,  as  policymakers  continually  strive  to  improve  the  equity  of  the  distribution.12 
These  specific  changes  in  the  components  of  the  formula  are  discussed  in  Chapter  4.  As  a 
result  of  these  yearly  adjustments  to  the  formula,  the  distributional  equity  of  the  FEFP 
often  fluctuates  from  year  to  year. 

The  equity  of  an  education  funding  formula  can  be  measured  in  several  ways.  The 
education  finance  literature  primarily  refers  to  three  types  of  equity:  horizontal  equity, 
vertical  equity,  and  wealth  neutrality,  which  is  sometimes  referred  to  as  equality  of 
opportunity.  Although  these  concepts  will  be  defined  in  more  detail  in  later  sections  of 
this  study,  each  term  is  briefly  described  herein.  Horizontal  equity  implies  that  all 
students  who  are  equal  in  their  abilities  and  needs  should  receive  equal  amounts  of 
funding. '    Vertical  equity  recognizes  the  varying  educational  needs  of  students  and 
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suggests  that  students  who  are  unequal  in  their  abilities  and  needs  consequently  require 

unequal  amounts  of  funding.1    Wealth  neutrality,  another  form  of  equity,  describes  the 

condition  in  which  every  student  has  an  equal  opportunity  to  receive  funding  from  the 

state,  regardless  of  such  characteristics  as  property  wealth,  household  income,  or  other 

measures  of  fiscal  capacity.1    Although  each  of  these  types  of  equity  is  important  in 

itself,  this  study  focuses  only  upon  the  horizontal  equity  and  the  wealth  neutrality  of  the 

Florida  Education  Finance  Program. 

The  importance  of  measuring  the  wealth  neutrality  of  the  formula  must  be  viewed 
in  light  of  certain  landmark  court  cases  in  the  area  of  education  finance.  In  the  case  of 
Serrano  v.  Priest,  the  California  Supreme  Court  upheld  the  standard  of  wealth 
neutrality.16  This  landmark  decision  required  the  State  of  California  to  eliminate  the 
disparities  in  per  pupil  funding  that  were  related  to  local  property  wealth.17  Thus, 
Serrano  established  the  legal  concept  of  fiscal  neutrality  in  education  finance,  which  does 
not  permit  wealth-related  disparities  in  education  finance.18  This  concept  was  upheld 
once  again  when  Serrano  was  revisited  in  light  of  San  Antonio  v.  Rodriguez,19  but  this 
time  the  ruling  was  based  upon  the  equal  protection  clause  in  the  state  constitution  and 
not  in  the  U.S.  Constitution.20  Another  significant  case  was  that  of  Robinson  v.  Cahill,  in 
which  the  Supreme  Court  of  New  Jersey  became  the  first  state  supreme  court  to  find  the 
education  finance  system  unconstitutional  solely  on  the  grounds  of  the  state 
constitution.     Together,  Serrano  and  Robinson  provide  a  solid  basis  for  using  wealth 
neutrality  as  a  legitimate  challenge  to  state  education  funding  formulas.22 

Although  there  have  been  a  number  of  studies  that  addressed  the  equity  of  the 
FEFP  in  the  past,    there  are  no  recent  studies  that  examine  its  equity  over  a  period  of 
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time.  Therefore,  this  study  offers  valuable  insight  in  terms  of  the  effects  of  different 

formula  adjustments  upon  the  equity  of  the  distribution.  This  paper  examines  the  equity 

of  the  FEFP  for  the  years  1990-1991  through  1999-2000,  both  in  terms  of  horizontal 

equity  and  in  terms  of  wealth  neutrality,  and  discusses  certain  formula  adjustments  that 

may  be  associated  with  the  observed  fluctuations  in  the  equity  of  the  distribution  over 

time. 

Statement  of  the  Problem 
When  the  FEFP  was  first  established,  the  Florida  Constitution  contained  a  specific 
clause  dedicated  to  public  education:  "Adequate  provision  shall  be  made  by  law  for  a 
uniform  system  of  free  public  schools  and  for  the  establishment,  maintenance  and 
operation  of  institutions  of  higher  learning  and  other  public  education  programs  that  the 
needs  of  the  people  may  require."24  Following  the  passage  of  a  constitutional  amendment 
in  November  of  1998,  this  section  of  the  state  constitution  was  revised  to  mandate  the 
provision  of  a  "uniform,  efficient,  safe,  secure,  and  high  quality  system  of  free  public 
schools  that  allows  students  to  obtain  a  high  quality  education."25  The  aforementioned 
constitutional  amendment  also  declared  education  to  be  the  "paramount  duty  of  the 

Oft 

state."     In  addition,  Florida  Statutes  require  the  provision  of  public  education  services 
across  the  state  that  are  "substantially  equal  to  those  available  to  any  similar  student 
notwithstanding  geographic  differences  and  varying  local  economic  factors."27  This 
statutory  provision  implies  that  the  distribution  of  funds  to  each  school  district  must  be 
equitable.  While  the  Florida  Education  Finance  Program  contains  a  number  of  factors 
and  adjustments  that  are  intended  to  equalize  funding  among  school  districts,  the  formula 


5 
often  changes  from  year  to  year  according  to  the  will  of  the  Florida  Legislature.  Thus,  a 

longitudinal  analysis  of  the  equity  of  the  FEFP  is  expected  not  only  to  reveal  how 

equitable  the  formula  is  over  time  but  also  to  provide  useful  information  about  which 

factors  and  adjustments  have  most  significantly  influenced  the  equity  of  the  distribution 

in  the  past  decade. 

Purpose  of  the  Study 
The  following  research  questions  were  addressed  in  this  study: 

1 .  Has  the  FEFP  demonstrated  horizontal  equity  between  1 990- 1 99 1  and  1 999-2000, 
and  how  has  the  horizontal  equity  of  the  formula  changed  during  this  time? 

2.  Has  the  FEFP  demonstrated  wealth  neutrality  between  1 990- 1 99 1  and  1 999-2000,  in 
that  the  amount  of  funding  received  per  student  was  not  highly  correlated  with  the 
property  wealth  per  student,  and  is  the  relationship  between  these  two  variables  linear, 
quadratic,  or  cubic  in  nature? 

3.  Which  policies  or  adjustments  to  the  funding  formula  between  1990-1991  and  1999- 
2000  might  have  caused  the  horizontal  equity  and  wealth  neutrality  to  change  during 
this  time? 

Significance  of  the  Study 

The  State  of  Florida  has  one  of  the  largest  populations  of  school-aged  children  in 

the  nation.     Therefore,  the  equity  of  Florida's  system  of  education  finance  is  a  matter  of 

great  importance  if  only  because  of  the  vast  number  of  students  affected.  Florida  also 

provides  a  useful  example  of  the  minimum  foundation  program,  which  is  the  most 

commonly  utilized  method  of  funding  education  among  the  fifty  states.30  Thus,  a  study  of 

the  Florida  Education  Finance  Program  also  serves  as  a  case  study  of  the  foundation 

program  as  a  funding  distribution  scheme. 
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The  significance  of  this  study  also  lies  in  the  statutory  and  constitutional 

requirements  in  the  State  of  Florida,  which  state  that  the  availability  of  programs  and 

services  must  be  substantially  equal  among  all  students  across  the  state.  Furthermore,  the 

requirement  of  the  state  to  provide  for  equitable  funding  for  public  education  is  also  set 

forth  in  the  Florida  Statutes,  as  discussed  herein.  Thus,  if  the  FEFP  distribution  were  to 

be  deemed  inequitable,  this  could  represent  a  possible  violation  of  the  state  constitution 

and  of  the  laws  of  the  State  of  Florida.  If  this  were  true,  the  citizens  of  Florida  could 

potentially  seek  legal  redress  on  the  basis  of  this  information.    In  addition,  the  analysis  of 

the  formula  in  terms  of  its  effects  upon  the  equity  of  the  distribution  could  have  important 

implications  for  future  policymaking  in  the  State  of  Florida.  Therefore,  this  study  was 

intended  to  provide  an  examination  of  the  funding  formula  for  public  education  in  the 

State  of  Florida. 

Definition  of  Terms 
The  following  terms  appear  frequently  in  this  study  and  therefore  are  defined  in 
this  chapter  in  order  to  clarify  their  meaning  throughout  the  paper: 
The  Base  Student  Allocation  is  the  amount  of  funding  allocated  by  the  Legislature  for 
each  student  participating  in  the  Florida  Education  Finance  Program.  The  exact  amount 
of  the  Base  Student  Allocation  (BSA)  is  determined  annually  by  the  Legislature.31 
The  District  Cost  Differential  is  an  index  used  to  adjust  the  amount  of  funding  for  each  of 
the  67  school  districts  according  to  variations  in  the  cost  of  living.  The  Commissioner  of 
Education  is  required  by  statute  to  annually  compute  district  cost  differentials  by 
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averaging  each  district's  Florida  Price  Level  Index  for  the  most  recent  three  years,  thus 

alleviating  the  immediate  impact  of  any  sudden  changes  in  the  index. 

Equity  has  a  number  of  different  meanings  depending  upon  the  context  in  which  it  is 

used.  The  literature  on  education  finance  generally  refers  to  equity  as  a  "fair  and  just 

method  of  distributing  resources"  among  children  in  the  public  school  system. 

However,  there  are  many  different  types  of  equity,  such  as  horizontal  equity,  vertical 

equity,  and  wealth  neutrality.  These  types  of  equity  are  defined  herein.  This  paper 

focuses  primarily  upon  the  horizontal  equity  among  students  in  each  Florida  school 

district  as  well  as  the  wealth  neutrality  of  the  funding  distribution  among  students  in  each 

of  the  67  school  districts. 

Horizontal  equity  has  been  defined  as  the  equal  treatment  of  equal  students.34  Thus, 

horizontal  equity  implies  that  students  who  are  equal  in  their  abilities  and  circumstances 

should  be  treated  equally  and  thus  should  receive  equal  funding.  5 

Vertical  equity  emphasizes  the  fact  that  students,  both  individually  and  collectively,  have 

varying  educational  needs.     Therefore,  the  concept  of  vertical  equity  addresses  the  need 

for  public  schools  to  provide  unequal  treatment  for  students  who  are  unequal  in  ability  or 

circumstances,  such  as  students  with  special  educational  needs. 

Wealth  neutrality  addresses  the  extent  to  which  the  level  of  funding  per  student  in  each 

school  district  is  dependent  upon  the  amount  of  property  wealth  per  student  in  each 

district.     Wealth  neutrality  is  commonly  measured  by  examining  the  statistical 

relationship  between  the  levels  of  funding  per  student  and  the  amount  of  property  wealth 

per  student  in  each  school  district. 
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The  Florida  Education  Finance  Program  (FEFP)  is  the  funding  formula  used  by  the  State 

of  Florida  to  finance  public  K.-12  education.  The  purpose  of  the  FEFP,  as  provided  by 

Florida  Statutes,  is  to  "guarantee  to  each  student  in  the  Florida  public  educational  system 

the  availability  of  programs  and  services  appropriate  to  his  [or  her]  educational  needs 

which  are  substantially  equal  to  those  available  to  any  similar  student  notwithstanding 

geographic  differences  and  varying  local  economic  factors."39  The  most  salient  feature  of 

the  FEFP  is  the  provision  of  funding  based  upon  individual  student  participation  in 

particular  educational  programs  instead  of  the  previous  method,  which  based  funding 

upon  the  numbers  of  teacher  or  classroom  units.  The  calculation  of  FEFP  funds  begins 

with  multiplying  the  number  of  full-time  equivalent  (FTE)  students  in  each  educational 

program  by  certain  cost  factors  in  order  to  yield  the  number  of  weighted  FTEs.  Weighted 

FTEs  are  then  multiplied  by  a  base  student  allocation,  which  is  set  annually  by  the 

Legislature,  and  by  a  district  cost  differential  in  order  to  determine  the  base  funding  from 

combined  state  and  local  FEFP  funds.  The  cost  factors  for  the  various  educational 

programs  are  determined  by  the  Legislature  and  account  for  the  relative  cost  differences 

among  the  FEFP  programs.40  A  detailed  description  of  the  FEFP  and  its  various 

components  can  be  found  in  Chapter  2. 

Full-time  equivalent  (FTE)  is  a  concept  utilized  to  count  the  number  of  students  within  a 

given  district  based  upon  the  total  number  of  contact  hours  per  year.  Thus,  the  FTE  unit 

is  intended  to  equal  "one  student  in  membership  in  one  or  more  FEFP  programs  for  a 

school  year  or  its  equivalent."41  The  State  of  Florida  generally  defines  a  full-time 

equivalent  student  in  fourth  through  twelfth  grades  as  receiving  900  hours  of  instruction 

within  the  school  year.  The  figure  for  students  in  grades  kindergarten  through  third  grade 


is  720  hours  of  instruction  per  year.     The  number  of  FTE  students  in  each  district  is 
subsequently  weighted  according  to  the  number  of  students  in  special  programs,  and  this 
resulting  figure  is  the  number  of  weighted  full-time  equivalent  (WFTE)  students. 
Program  cost  factors  "serve  to  assure  that  each  program  receives  its  equitable  share  of 
funds  in  relation  to  its  relative  cost  per  student.  .  .  .  The  cost  per  FTE  student  of  each 
FEFP  program  has  been  used  to  produce  an  index  of  relative  costs  with  the  cost  per  FTE 
of  Basic,  Grades  4-8,  established  as  the  1 .000  base.  In  order  to  protect  districts  from 
rapid  changes  in  program  cost  factors,  the  Legislature  has  generally  adopted  a  three-year 
averaging  method  in  computing  cost  factors."43 

Public  education  refers  to  educational  programs  provided  by  the  state  and  the  67  school 
districts  (not  including  special  districts)  for  grades  pre-kindergarten  through  twelve. 
Thus,  the  term  "public  education"  in  this  paper  does  not  include  adult  education,  higher 
education,  or  private  education. 

School  districts  are  the  67  school  districts  in  the  State  of  Florida,  which  correspond  with 
the  geographic  boundaries  of  the  67  counties  within  the  state. 

Limitations  and  Delimitations 
Data  for  this  study  were  taken  from  several  different  publications  by  the  State  of 
Florida.  The  enrollment  and  funding  data  were  obtained  from  the  yearly  Statistical 
Review  of  Education  in  Florida,  published  by  the  Florida  Senate  Budget  Committee.45 
The  property  wealth  data,  measured  in  terms  of  school  taxable  value,  were  obtained  from 
the  annual  reports  of  Florida  Property  Valuations  and  Tax  Data  produced  by  the  Florida 
Department  of  Revenue.46  Data  were  collected  for  each  of  the  67  school  districts  in 
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Florida  for  the  years  1990-1991  through  1999-2000.  While  this  study  does  address  the 

equity  of  the  funding  distribution  for  the  years  specified,  the  results  of  this  analysis 

contain  no  implications  for  the  years  that  were  not  included  in  this  study.  Furthermore, 

while  this  paper  examines  the  horizontal  equity  of  the  distribution  and  the  wealth 

neutrality  for  students  across  the  state,  issues  of  vertical  equity  were  not  taken  into 

consideration.  The  adequacy  and  the  efficiency  of  the  FEFP  are  other  topics  that  remain 

outside  the  scope  of  this  investigation. 

Summary 
The  Florida  Education  Finance  Program  was  established  by  the  State  of  Florida 
for  the  purpose  of  achieving  an  equitable  distribution  of  funding  for  public  education. 
The  funding  formula  is  designed  to  allocate  funds  on  the  basis  of  a  variety  of  weights  and 
factors  that  reflect  varying  program  costs  and  costs  of  living  among  the  67  school 
districts.  In  this  way,  the  purpose  of  the  formula  is  to  provide  both  horizontal  equity  and 
wealth  neutrality  in  the  distribution  of  state  funds  for  public  education  among  the  67 
school  districts.  The  formula  is  adjusted  annually  by  the  Florida  Legislature,  and  thus  the 
equity  of  the  distribution  fluctuates  somewhat  from  year  to  year.  The  purpose  of  this 
study  was  to  examine  the  equity  of  the  funding  formula  between  the  fiscal  years  1990- 
1991  and  1999-2000  and  to  discuss  which  adjustments  to  the  formula  might  have  been 
associated  with  certain  fluctuations  in  the  equity  of  the  distribution.  The  investigation 
focused  upon  the  horizontal  equity  of  the  distribution  as  well  as  the  wealth  neutrality  that 
was  afforded  by  the  distribution  and  attempted  to  determine  the  nature  of  the  relationship 
between  funding  per  student  and  property  wealth  per  student. 
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Organization  of  the  Study 
Chapter  1  introduced  the  research  questions  that  are  addressed  within  this  study. 
The  following  chapter,  Chapter  2,  contains  a  review  of  the  literature  pertaining  to 
education  finance  and  particularly  to  issues  of  equity.  Chapter  3  presents  a  description  of 
the  methodology  used  in  this  study.  The  results  of  this  research  investigation  are  outlined 
in  Chapter  4,  and  these  results  and  their  implications  are  further  discussed  in  Chapter  5. 
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CHAPTER  2 
REVIEW  OF  THE  LITERATURE 


Introduction 
The  purpose  of  this  study  was  to  examine  the  equity  of  the  Florida  Education 
Finance  Program  over  a  period  of  10  years  in  light  of  established  definitions  of  equity  and 
with  reference  to  the  specific  political  context  of  the  State  of  Florida.  This  chapter 
contains  a  review  of  the  pertinent  literature,  including  the  literature  on  education  finance; 
the  different  types  of  funding  formulas  for  public  education;  court  cases  involving  the 
equity  of  education  funding  systems;  and  a  detailed  description  of  the  Florida  Education 
Finance  Program. 

History  of  Fiscal  Support  for  Public  Education 

The  system  of  public  education  that  exists  in  the  United  States  today  has  evolved 

gradually  over  two  centuries.  The  roles  of  the  federal,  state,  and  local  levels  of 

government  in  supporting  and  governing  education  have  varied  considerably  during  this 

time.  The  current  system  is  highly  decentralized,  with  the  federal  government  playing  a 

relatively  small  role  in  the  financing  and  governance  of  public  schools.  This  structure  can 

be  traced  to  the  Tenth  Amendment  to  the  United  States  Constitution,  which  provides: 

"The  powers  not  delegated  to  the  United  States  by  the  Constitution,  nor  prohibited  by  it  to 

the  States,  are  reserved  to  the  States  respectively,  or  to  the  people."1  Since  education  is 

not  specifically  mentioned  in  the  Constitution  as  a  duty  of  the  federal  government,  the 
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responsibility  for  the  public  provision  of  education  consequently  rests  with  the  state 

governments. 

While  education  was  certainly  an  important  issue  to  the  framers  of  the 
Constitution,  there  were  several  factors  that  contributed  to  the  omission  of  education  from 
the  federal  government's  responsibilities.  For  example,  schools  had  already  been 
established  in  each  of  the  thirteen  colonies,  and  some  of  the  colonies  had  already  passed 
legislation  that  required  education,  including  Massachusetts,  Connecticut,  Maine,  New 
Hampshire,  and  Vermont.2  There  was  also  some  concern  among  the  framers  that  the 
inclusion  of  education  as  a  federal  responsibility  might  create  so  much  controversy  that 
consensus  would  become  impossible.3 

Although  the  Constitution  does  not  specifically  mention  education  as  a  federal 
responsibility,  the  federal  government  has  always  considered  education  to  be  an  important 
national  interest.  Even  before  the  Constitution  was  adopted,  the  Continental  Congress 
passed  two  laws  that  expressed  the  importance  of  education.  The  Land  Ordinance  of 
1785  reserved  the  sixteenth  section  of  each  township  for  the  maintenance  of  public 
schools.    Two  years  later,  the  Northwest  Ordinance  of  1 787  required  every  state  to  have 
an  education  provision  in  its  law  and  declared  that  "[rjeligion,  morality,  and  knowledge 
being  necessary  to  good  government  and  the  happiness  of  mankind,  schools  and  the 
means  of  education  shall  forever  be  encouraged."5  Indeed,  these  two  ordinances  "marked 
the  beginning  of  a  formal  federal  involvement"  in  education.6  However,  the  federal 
government  has  always  taken  an  indirect  role  in  shaping  the  public  education  system, 
mostly  by  providing  targeted  funding  for  specific  programs,  by  shaping  education  policy 
through  legislation,  and  through  judicial  decisions  handed  down  by  federal  courts.7 
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Despite  the  interest  of  the  federal  government  in  education  and  the  states' 

responsibility  for  education  by  virtue  of  the  Tenth  Amendment,  public  education  was 

largely  the  result  of  local  initiative  and  support  for  much  of  the  nation's  early  history.  In 

colonial  America,  the  first  education  laws  required  local  communities  to  appoint  and  pay 

teachers  with  funds  that  were  locally  generated.    However,  these  schools  were  initially 

more  like  private  schools  that  were  established  primarily  for  the  purpose  of  religious 

instruction.  The  movement  toward  public  schools,  then  referred  to  as  "common  schools," 

did  not  take  place  until  the  early  Nineteenth  Century.9  Thus,  the  system  of  education  in 

the  United  States  evolved  in  such  a  way  that  public  schools  were  funded  primarily  by 

local  tax  revenue  throughout  the  Nineteenth  Century  and  much  of  the  Twentieth 

Century.     Education  was  controlled  almost  exclusively  by  local  governments  until  the 

beginning  of  the  Nineteenth  Century,  when  state  governments  began  to  exert  more  of  an 

influence  over  educational  matters.     This  funding  structure  had  a  profound  impact  upon 

the  development  of  public  education  in  the  United  States. 

Although  state  support  of  public  education  began  in  the  early  part  of  the 

Nineteenth  Century,  state  revenues  did  not  become  a  significant  source  of  funding  for 

public  education  until  the  latter  part  of  the  Twentieth  Century.12  As  state  funding  for 

education  became  more  established,  and  as  permanent  sources  of  state  funding  were 

developed,  many  questions  arose  concerning  the  most  appropriate  distribution  of  these 

resources  among  school  districts.13  The  states  became  more  concerned  with  issues 

pertaining  to  the  distribution  of  funds  for  education  across  school  districts,  and  since  then, 

the  states  have  struggled  to  adjust  for  constantly  changing  social,  economic,  and  political 

factors.     Thus  began  the  ongoing  effort  to  devise  funding  formulas  that  could  achieve  a 
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fair  and  equitable  distribution  of  funds  for  education.  The  following  section  describes  the 

evolution  of  the  concept  of  equity  in  education  finance. 

Theory  of  Equity  in  Education  Finance 
The  definition  of  equity  as  applied  to  education  finance  is  a  complex  and 
multifaceted  concept  that  is  rooted  in  the  traditions  of  philosophy,  politics,  and 
economics.  Discussions  of  equity  and  of  "distributive  justice"  have  been  traced  as  far 
back  as  ancient  Greek  society.15  The  broadest  definition  of  equity  includes  concepts  of 
justice,  equality,  humanity,  morality,  and  right.16  The  concept  of  equity,  in  essence, 
implies  a  fair  or  just  "distribution  of  effects  and  effort  among  different  groups  in 
society."     However,  equity  extends  beyond  mere  equality  in  that  it  also  requires  the 
unequal  treatment  of  unequals.  In  this  respect,  equity  has  been  defined  as  "the 
precondition  of  equality  where  the  hope  for  equal  opportunities  requires  unequal 
inputs."     Within  the  context  of  public  education,  the  notion  of  equity  has  roots  in 
political  principles  such  as  "common  weal  and  good  conscience  interpretations  of  the 
courts  in  reference  to  constitutions  and  states  of  the  various  states  and  the  federal 
government."     Indeed,  the  definition  of  equity  poses  many  definitional  challenges  in  the 
arena  of  education  finance,  especially  in  terms  of  establishing  the  theoretical  basis  and 
practical  implications  of  equity.20 

Traditionally,  the  concept  of  equity  in  education  finance  has  been  expressed  in 
terms  of  the  need  to  provide  educational  inputs  and  resources  in  a  manner  that  maximizes 
the  equality  of  educational  opportunity.21  Indeed,  an  important  principle  of  equity  in 
education  finance  is  that  there  should  be  a  minimal  discrepancy  between  the  educational 


20 
opportunity  that  is  received  by  all  students,  regardless  of  individual  student  characteristics 

and  circumstances.     Although  the  degree  of  educational  opportunity  is  very  difficult  to 

quantify,  the  most  reliable  and  appropriate  measure  that  exists  today  is  that  of 

expenditures  per  student. 

The  literature  concerning  education  finance  has  focused  a  great  deal  of  research 
upon  issues  of  equity  and  fairness.  The  first  scholar  to  examine  the  equity  of  funding  for 
public  schools  was  Ellwood  Cubberley,  who  asserted  that  "all  children  of  the  state  are 
equally  important  and  are  entitled  to  have  the  same  advantages."24  In  his  research  on  the 
financing  of  public  schools,  Cubberley  noted  that  changes  in  the  distribution  of 
population  and  wealth  in  the  United  States  had  produced  greater  inequities  in  education 
finance.  Cubberley  also  argued  that  the  state  must  attempt  to  remedy  these  inequities  by 
providing  an  equal  opportunity  for  all  students  to  obtain  the  benefits  of  an  education.25 

Although  Cubberley  argued  that  the  state  must  ensure  that  all  students  receive  a 

certain  minimum  of  educational  resources  and  services,  he  also  believed  that  the  state 

should  not  necessarily  hold  all  districts  to  this  minimum.  In  fact,  Cubberley  encouraged 

local  communities  to  generate  as  much  revenue  as  possible  for  their  own  schools,  so  that 

they  might  raise  their  levels  of  funding  as  far  above  the  legal  minimum  as  possible.26  In 

addition,  Cubberley  asserted  that  the  state  should  provide  greater  incentives  for  districts 

to  generate  additional  revenue  for  public  education.27  Cubberley  wrote: 

The  duty  of  the  state  is  to  secure  for  all  as  high  a  minimum  of  good  instruction  as 
is  possible,  but  not  to  reduce  all  to  this  minimum;  to  equalize  the  advantages  to  all 
as  nearly  as  can  be  done  with  the  resources  at  hand;  to  place  a  premium  on  those 
local  efforts  which  will  enable  communities  to  rise  above  the  legal  minimum  as 
far  as  possible;  and  to  encourage  communities  to  extend  their  educational  energies 
to  new  and  desirable  undertakings.28 
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In  this  way,  individual  school  districts  would  be  required  to  provide  a  certain  minimum 

amount  of  funding  per  student,  but  each  district  would  be  permitted  to  raise  additional 

funds  for  education  without  any  limits  imposed  by  the  state. 

Cubberley  also  established  the  theoretical  foundation  for  the  provision  of  funds 
based  upon  the  number  of  students  rather  than  upon  the  ability  to  pay  taxes.  Cubberley 
argued  that  the  distribution  of  state  funds  according  to  the  amount  of  taxes  paid  by  each 
school  district  "would  produce  very  unequal  and  very  unjust  results."29  In  his  research, 
Cubberley  concluded  that  distributing  taxes  on  the  basis  of  average  daily  attendance  was  a 
"much  greater  force  in  the  direction  of  equalization  of  the  burdens  and  the  advantages  of 
education  than  would  be  the  case  if  the  distribution  were  made  on  the  basis  of  taxes 
paid."     Thus,  Cubberley  paved  the  way  for  funding  public  schools  based  upon  the 
number  of  students  in  attendance  rather  than  upon  the  ability  to  pay  taxes. 

The  concept  of  equity  in  education  finance  was  further  developed  by  George 
Strayer  and  Robert  Haig,  who  introduced  the  concept  of  the  minimum  foundation 
program.      Strayer  and  Haig  asserted  that  such  a  program  was  the  logical  consequence  of 
an  equitable  system  of  funding  education.  The  minimum  foundation  program  would 
ensure  that  each  student  would  receive  a  guaranteed  minimum  amount  of  funding  from 
the  state.  In  addition,  these  funds  would  be  generated  from  state  taxes,  and  the  residents 
of  the  state  would  be  taxed  according  to  their  ability  to  pay  taxes,  thus  providing  a  fairer 
distribution  of  tax  revenue  by  transferring  funds  from  wealthier  districts  to  poorer 
districts.  Strayer  and  Haig  described  a  perfectly  equitable  funding  formula  as  one  that: 
(1)  ensures  equal  educational  facilities  to  every  child  in  the  state,  (2)  provides  for  uniform 
tax  effort  throughout  the  state,  (3)  ensures  that  tax  effort  is  related  to  the  ability  to  pay, 
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and  (4)  provides  an  adequate  minimum  education  to  all  students,  but  does  not  hinder  the 

ability  of  school  districts  to  enhance  educational  expenditures  with  local  funds.32 

Strayer  and  Haig  advocated  an  education  finance  program  that  was  based  upon 

three  fundamental  principles,  which  were  somewhat  revolutionary  at  that  time.33  The 

first  principle  was  that  the  state  should  provide  all  children  with  a  minimum  level  of 

education  that  is  uniformly  available.  In  addition,  Strayer  and  Haig  argued  that  the  state 

must  consider  the  ability  of  the  local  school  districts  to  generate  tax  revenue  for  public 

schools.  Finally,  the  state  should  administer  the  distribution  of  funds  for  public  education 

through  its  department  of  education.  Most  importantly,  the  foundation  program  that  was 

proposed  by  Strayer  and  Haig  was  revolutionary  because  it  suggested  that  state  funds 

would  provide  the  foundation  for  education  finance  rather  than  merely  providing  a 

supplement  to  local  funds.34  This  notion  was  highly  controversial  because  education  had 

been  financed  predominantly  by  local  tax  revenues  up  until  that  time. 

Harlan  Updegraff  further  built  upon  the  concept  of  equity  in  education  finance  by 

recommending  that  the  state  provide  supplemental  funds  to  poorer  school  districts.35  For 

this  reason,  Updegraff  worked  extensively  to  develop  a  system  of  measuring  the  relative 

ability  of  each  school  district  to  support  public  education.  This  system  would  indicate 

which  school  districts  were  most  in  need  of  supplemental  funding.  Updegraff  was  also 

among  the  first  to  advocate  central  or  state  support  of  public  schools,  primarily  because  of 

the  great  variation  among  school  districts  in  their  ability  to  support  public  education.36 

For  Updegraff,  a  primary  purpose  of  state  funding  for  public  education  was  "to  guarantee 

to  each  child,  irrespective  of  where  [the  child]  happens  to  live,  equal  opportunity  to  that 

of  any  other  child  for  the  education  which  will  best  fit  him  for  life."37 
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Updegraff  also  drew  an  important  distinction  between  the  pupil  unit  of  funding 

and  the  teacher  unit  of  funding.  Historically,  public  school  districts  had  received  funding 

based  upon  the  number  of  teachers  employed.  While  this  method  of  funding  public 

education  does  reflect  the  cost  of  teacher  salaries  with  a  fair  amount  of  accuracy, 

Updegraff  noted  that  the  teacher  unit  of  funding  does  not  provide  enough  of  an  incentive 

for  school  districts  to  ensure  good  attendance.  This  is  true  simply  because  the  funds  are 

not  connected  in  any  way  with  student  attendance.  Thus,  Updegraff  recommended  at 

least  combining  the  teacher  unit  of  funding  with  the  pupil  unit  of  funding,  if  not  relying 

solely  upon  the  pupil  unit  of  funding.38 

Paul  Mort,  who  studied  under  Strayer,  extended  these  ideas  and  also  further 

advanced  the  concept  of  per-pupil  funding.  Mort  especially  emphasized  the  responsibility 

of  the  state  to  provide  a  minimum  amount  of  funding  for  public  education:  "it  seems  to  be 

generally  accepted  that  the  state  as  a  governmental  unit  has  a  definite  responsibility  for 

seeing  that  some  minimum  of  educational  opportunity  is  offered  to  all  children."39  In 

light  of  the  fact  that  local  school  revenues  at  that  time  were  obtained  primarily  through 

local  property  taxes,  Mort  advocated  the  use  of  the  total  value  of  taxable  property  as  a 

measure  of  the  relative  ability  of  each  school  district  to  finance  the  public  schools,  a 

measure  that  is  still  widely  used  today.40  Mort  also  built  upon  the  concept  of  the 

minimum  foundation  program  and  extolled  its  usefulness  in  establishing  the  fiscal 

relationships  between  the  states  and  the  local  school  districts.41  In  addition,  Mort 

supported  the  use  of  state  aid  for  public  education  as  a  method  of  redistributing  wealth 

from  the  richer  school  districts  to  the  poorer  school  districts.42 
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Another  significant  contribution  that  Mort  made  to  the  study  of  education  finance 

was  the  definition  of  specific  criteria  for  a  satisfactory  equalization  program.4    Mort 

supported  the  notion  that  an  equalization  program  should  include  educational  activities 

that  are  found  in  most  or  all  of  the  school  districts.  Mort  also  believed  that  the  state 

should  take  into  consideration  those  cost  factors  that  are  not  within  the  control  of  the 

local  school  districts,  such  as  transportation  costs  in  sparsely  populated  areas.  Finally, 

Mort  suggested  that  educational  programs  beyond  the  minimum  should  be  included  in  the 

equalization  program  for  certain  school  districts  with  special  needs.44 

Unlike  Mort,  Henry  C.  Morrison  became  known  for  his  support  of  a  full  state 
funding  model  in  which  school  districts  would  be  eliminated  and  funds  would  come  from 
state  revenues  rather  than  local  property  taxes.  5  According  to  Morrison,  these  state 
revenues  could  be  derived  from  a  combination  of  sources,  such  as  general  property  taxes 
levied  by  the  state,  state  income  taxes,  corporation  taxes,  and  income  from  state  school 
lands  or  invested  school  funds.  6  Morrison  was  particularly  concerned  with  the  question 
of  whether  state  funds  could  be  so  distributed  among  districts  of  varying  wealth  as  to 
establish  a  system  of  fully  equivalent  schools  while  at  the  same  time  ensuring  that  the 
burden  of  taxation  is  equal  among  all  school  districts.47  Morrison  also  asserted  that 
public  education  is  inherently  a  state  purpose,48  and  he  believed  that  public  education 
would  be  most  efficiently  managed  at  the  state  level.49  For  all  of  these  reasons,  Morrison 
advocated  the  full  state  funding  model  as  a  means  of  equalizing  education  finance  among 
school  districts  of  varying  property  wealth. 

The  full  state  funding  model  proposed  by  Morrison  would  theoretically 
accomplish  two  important  goals:  it  would  equalize  the  tax  burden  among  school  districts 
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by  combining  all  tax  revenue  throughout  the  state,  and  it  would  also  distribute  this 

revenue  using  a  formula  that  was  both  less  complicated  and  more  fair.50  However, 

Morrison  did  not  find  widespread  support  for  his  ideas,  mostly  because  he  opposed  local 

control  of  education  and  advocated  the  income  tax  as  a  means  of  financing  education.51 

Still,  the  model  of  full  state  funding  and  of  state  responsibility  for  education  did  achieve 

greater  acceptance  in  later  years. 

Since  these  initial  concepts  were  first  developed,  the  theory  of  equity  in  education 

finance  has  continued  to  evolve  as  the  states  have  refined  the  distribution  formulas  over 

the  years.  The  basic  principles  of  equity  that  were  introduced  by  Cubberley,  Strayer, 

Haig,  Updegraff,  Mort,  and  Morrison  have  been  incorporated  into  state  funding  formulas 

in  various  combinations  and  with  some  new  variations.  The  following  section  describes 

the  various  types  of  education  funding  formulas,  many  of  which  continue  to  be  used  by 

the  states  today. 

Education  Funding  Formulas 

Throughout  the  Twentieth  Century,  various  types  of  education  funding  formulas 
have  been  developed  and  implemented  across  the  fifty  states.53  The  overarching  purpose 
of  funding  formulas  in  education  finance  is  to  ensure  a  fair  and  equitable  distribution  of 
resources,  and  they  have  become  increasingly  complex  as  the  states  continually  attempt  to 
improve  the  equity  of  educational  funding  distributions.54  Each  type  of  funding  formula 
has  distinct  advantages  and  disadvantages,  as  discussed  herein. 

The  first  type  of  funding  formula  that  was  introduced  was  the  flat  grant  program. 
Flat  grant  programs  represent  the  most  basic  type  of  funding  mechanism  and  provide  an 
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equal  amount  of  funding  per  student  from  the  state,  which  is  to  be  supplemented  by  local 

revenues.  However,  such  programs  do  not  take  into  consideration  the  ability  of  the  local 

school  districts  to  pay  for  educational  services.55  These  grants  were  originally  provided 

by  the  state  as  a  form  of  relief  for  taxpayers,  not  as  a  means  of  equalizing  educational 

expenditures.56  This  type  of  arrangement  places  an  unfair  burden  on  the  less  wealthy 

districts,  especially  when  the  amount  of  the  flat  grant  does  not  cover  the  full  costs  of 

educational  programs  and  services.57  This  is  because  flat  grants  do  not  address  the 

differences  between  the  poorest  and  wealthiest  school  districts.58  Despite  these  problems, 

flat  grants  were  still  widely  used  at  the  beginning  of  the  Twentieth  Century.59 

As  the  states  developed  a  stronger  interest  in  equalizing  the  distribution  of  funds, 
a  number  of  equalization  plans  were  introduced  in  order  to  accomplish  this  goal.  The 
underlying  philosophy  of  equalization  plans  was  that  the  state  should  provide  higher 
levels  of  revenue  to  the  districts  with  the  least  amount  of  wealth.  The  two  major  types  of 
equalization  plans  are  minimum  foundation  programs  and  resource  accessibility  plans. 

The  minimum  foundation  program,  which  was  first  developed  by  Strayer  and 
Haig,  does  take  into  consideration  the  ability  of  each  school  district  to  pay  for  a  minimum 
educational  program.60  In  general,  the  minimum  foundation  plan  "strives  to  promote 
fiscal  equity  throughout  the  state,  with  state  and  local  funding  combined  to  guarantee 
every  child  in  the  state  a  minimally  acceptable  level  of  education."61  Like  the  flat  grant, 
the  foundation  program  is  rooted  in  the  philosophy  of  minimum  provision:  both  are 
"intended  to  assure  every  pupil  the  minimum  level  of  per-pupil  expenditure  deemed 
necessary  to  provide  an  'adequate'  level  of  education."62  Indeed,  the  foundation  program 
recognizes  that  "students  throughout  each  state,  regardless  of  where  they  live,  should  be 
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entitled  to  participate  and  receive  maximum  benefits  from  a  program  of  education 

designed  to  meet  their  needs."63  However,  foundation  programs  are  also  different  from 

flat  grants  in  the  way  that  the  formulas  consider  the  school  districts'  ability  to  pay  taxes: 

Foundation  programs  incorporate  a  measure  of  local  wealth  (Wj),  and  introduce  a 
local  fiscal  capacity  element  not  found  in  the  flat  grant  programs.  This  establishes 
an  inverse  relationship  between  a  district's  ability  to  pay  and  the  amount  of  state 
foundation  aid.64 

The  foundation  program  has  been  referred  to  as  "the  most  commonly  acceptable  method 

of  state  school  financing."65  In  fact,  forty  of  the  fifty  states  currently  utilize  a  foundation 

program  to  distribute  funds  for  education.66 

Foundation  programs  have  received  widespread  support  because  of  two  primary 

factors.  First,  the  foundation  program  focuses  on  a  minimum  level  of  funding,  and 

second,  it  still  allows  for  some  local  control  over  educational  expenditures.67  Although 

the  foundation  program  works  reasonably  well  and  is  utilized  by  the  vast  majority  of  the 

states,  it  also  has  certain  weaknesses  and  potential  inequalities.68  The  minimum 

foundation  concept  is  based  upon  the  ability  of  local  school  districts  to  make  additional 

contributions  above  the  minimum.  However,  discretionary  local  millage  can  also  create 

serious  inequities,  since  wealthy  school  districts  are  able  to  contribute  far  more  than  the 

■ 

poorer  school  districts.  For  this  reason,  states  may  elect  to  limit  the  amount  of 
discretionary  millage,  which  still  allows  districts  to  have  some  discretion  but  also  reduces 
the  disparity  among  school  districts.  This  type  of  arrangement  represents  a  compromise 
between  the  goals  of  encouraging  local  control  and  providing  equal  educational 
opportunity  across  the  state.69 
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Research  clearly  suggests  that  foundation  programs  substantially  reduce  the 

amount  of  inequity  among  school  districts  as  compared  to  a  purely  local  system  of 

finance.7    Indeed,  education  finance  systems  that  are  based  upon  local  wealth  "have 

produced  inequities  and  inadequacies  in  educational  resources  affecting  the  quality  of 

children's  lives  and  the  economic  and  social  futures  of  economically  disadvantaged 

communities."71  This  is  especially  true  for  the  students  who  live  in  the  poorest  areas  of 

the  state.  For  this  reason,  a  heavy  reliance  on  local  property  tax  as  a  revenue  source  for 

education  can  produce  serious  inequities.  These  disparities  are  caused  by  the  uneven 

distribution  of  property  wealth  among  school  districts.72 

McUsic  argues  that  inequity  in  education  finance  is  partially  due  to  the 
longstanding  practice  of  organizing  and  funding  school  districts  on  a  geographical  basis, 
which  tends  to  segregate  students  by  race  and  class,  thus  perpetuating  the  preexisting 
inequalities  that  exist  among  the  student  population.73  Reliance  upon  local  property  taxes 
for  funding  education  causes  inequities  among  students  because  there  are  families  who 
cannot  afford  to  live  in  neighborhoods  with  high  levels  of  property  wealth  relative  to  the 
number  of  public  school  students.74  Furthermore,  such  policies  that  rely  upon  local 
wealth  may  also  "make  many  already  disadvantaged  children  the  recipients  of  an 
inadequately  funded  education  that  compounds  their  other  disadvantages."75  This  is  why 
state  funding  formulas  attempt  to  counteract  these  disparities  by  providing  additional 
funding  in  some  form  to  the  poorest  districts:  "In  an  effort  to  address  funding  disparities, 
all  state  governments  make  supplemental  appropriations  to  local  school  districts."76 

Thus,  many  states  have  attempted  to  minimize  the  relationship  between  property 
wealth  and  funding  for  education  by  "capping  the  property  tax  rate,  forcing  districts  to  tax 
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at  a  uniform  rate,  capping  the  amount  that  can  be  spent  in  wealthy  school  districts,  and 

increasing  statewide  taxes  such  as  the  income  tax,  sales  tax,  and  lottery."77  These 

methods  of  altering  the  distribution  of  funds  result  in  greater  equalization  of  educational 

opportunity  throughout  the  state. 

Although  resource  accessibility  plans  share  the  same  goal  of  equalizing  revenue 

distribution,  the  method  of  achieving  greater  equalization  under  resource  accessibility 

plans  is  quite  different  from  that  of  the  minimum  foundation  program.  Resource 

accessibility  plans  focus  more  on  the  capability  of  school  districts  to  generate  funds,  and 

thus  these  formulas  seek  to  equalize  the  resources  available  to  each  district.  Many 

resource  accessibility  programs  use  percentage  equalizing  methods  in  order  to  guarantee 

school  districts  "a  constant  percent  of  budget  from  the  state  based  on  local  capability  to 

no 

pay."     Other  types  of  resource  accessibility  plans  include  guaranteed  tax  base, 
guaranteed  tax  yield,  and  district  power  equalization.  Although  resource  accessibility 
plans  have  made  a  valuable  contribution  to  the  pursuit  of  equity,  they  have  not  been  very 
popular  among  the  states.79 

Another  type  of  funding  formula  involves  full  state  funding  grants,  which  place 
full  responsibility  for  financing  education  upon  the  state.  This  is  often  accomplished 
through  a  statewide  tax  that  is  "apportioned  equally  without  regard  to  location  or 
wealth."     The  full  state  funding  formula  incorporates  the  principle  of  wealth  neutrality 
by  eliminating  the  relationship  between  local  property  wealth  and  funding  for  education. 
However,  Hawaii  was  the  only  state  to  ever  adopt  the  full  state  funding  model,  and  this  is 
only  because  of  its  single  school  district  structure. 
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While  funding  formulas  do  provide  a  helpful  framework  for  the  distribution  of 

funds  for  public  education,  there  is  often  a  need  for  the  state  to  make  certain  adjustments 

to  the  formula.  Most  of  these  adjustments  are  intended  to  improve  the  equity  of  the 

formula  either  by  addressing  the  unequal  needs  of  students  across  the  state  or  by 

recognizing  the  unequal  costs  of  providing  education  services  in  different  areas  of  the 

state.  The  two  fundamental  types  of  formula  adjustments  are  those  that  address  need 

equalization  or  cost  equalization.81 

Need  equalization  occurs  when  the  state  takes  into  consideration  the  varying 
needs  of  individual  students  as  well  as  the  varying  needs  of  different  student  populations. 
Through  need  equalization,  the  state  recognizes  that  all  children  are  not  equal  in  terms  of 
their  individual  abilities  and  socioeconomic  status  and  thus  have  differing  levels  of 
need.     These  varying  needs  are  incorporated  into  the  state  education  finance  system 
through  certain  formula  adjustments  intended  to  provide  need  equalization.  While  there 
are  many  public  school  programs  that  are  funded  through  such  formula  adjustments,  need 
equalization  has  typically  focused  on  three  specific  areas  of  need:  special  education, 
bilingual  education,  and  compensatory  education.83 

One  common  method  of  adjusting  for  the  varying  needs  of  students  is  through 
pupil  weighting  schemes,  which  apply  different  program  cost  factors  for  students  in 
certain  groups.  For  example,  a  student  in  a  regular  education  program  might  be  assigned 
a  cost  factor  of  1 .0,  while  a  student  in  a  special  education  program  would  receive  a  cost 
factor  greater  than  1 .0,  and  a  part-time  student  might  receive  a  cost  factor  less  than  1 .0.84 
Pupil  weighting  schemes  have  been  favored  by  many  states  as  a  means  of  accounting  for 
differences  among  student  groups.85  Although  the  use  of  weighting  schemes  varies  widely 
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among  the  states,  at  least  fourteen  states  utilize  weighting  methods  in  order  to  fund 

compensatory  education,    and  at  least  eighteen  provide  funding  for  special  education 

using  pupil  weighting  schemes.87  One  distinctive  advantage  of  this  approach  is  that  pupil 

weighting  tends  to  reduce  the  number  of  categorical  grants  and  also  usually  simplifies  the 

state  education  finance  formula.  Pupil  weighting  procedures  are  used  by  most  states  in 

order  to  address  the  varying  educational  costs  associated  with  individual  student 

characteristics  as  well  as  local  economic  differences.  In  this  way,  pupil-weighting 

schemes  are  intended  to  provide  a  more  accurate  estimate  of  the  educational  needs  of 

each  local  school  district.88 

Cost  equalization  is  another  method  of  equalizing  educational  expenditures. 

There  are  a  host  of  factors  that  create  wide  variation  in  the  cost  of  public  education 

among  school  districts.  For  example,  formula  adjustments  are  often  needed  to 

compensate  for  the  economies  of  scale  that  make  the  provision  of  educational  services 

more  expensive  in  districts  that  are  very  large  or  very  small.89  Another  common  formula 

adjustment  stems  from  the  varying  cost  of  living  in  different  geographic  areas  of  any 

given  state.  By  using  a  price  index  or  "market  basket"  approach,  many  states  take  this 

into  consideration  by  providing  additional  funds  to  districts  in  which  the  cost  of  living  is 

very  high.90  Another  form  of  cost  equalization  is  the  hold  harmless  adjustment,  which 

protects  school  districts  with  student  populations  that  are  declining  or  growing  more 

slowly  than  expected.  In  this  way,  hold  harmless  adjustments  "generally  override  the 

normal  operation  of  an  aid  formula  to  provide  certain  school  districts  with  more  aid  than 

they  would  otherwise  receive."91  Some  states  also  elect  to  adjust  funding  to  local  school 

districts  based  upon  the  sparsity  of  the  population  in  order  to  compensate  for  any 
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distorted  economies  of  scale.  As  some  education  finance  scholars  have  argued:  "In  many 

states,  there  are  areas  so  sparsely  settled  that  it  is  not  possible  to  establish  schools  of 

economical  size.  The  state  should  make  allowance  for  the  necessary  costs  of  such 

schools  in  its  program  of  state  support."92  Thus,  in  addition  to  making  adjustments  for 

the  varying  needs  of  individual  students,  the  state  also  provides  formula  adjustments  in 

order  to  compensate  for  the  varying  costs  of  education  and  the  differing  economies  of 

scale  among  school  districts. 

The  preceding  section  discussed  the  various  types  of  education  funding  formulas 

and  how  they  evolved  over  time.  With  this  knowledge  of  the  origins  and  the  purposes  of 

education  funding  formulas,  it  is  possible  to  evaluate  the  relative  equity  provided  by  each 

type  of  funding  formula.  The  following  section  will  address  the  equity  of  education 

funding  formulas. 

Equity  of  Education  Funding  Formulas 
The  concept  of  equity  can  be  defined  and  delineated  in  several  different  ways. 
One  of  the  primary  distinctions  between  the  different  types  of  equity  is  framed  in  terms  of 
horizontal  equity  and  vertical  equity.  Horizontal  equity  has  been  defined  as  the  equal 
treatment  of  equal  students.93  This  concept  is  based  upon  the  fundamental  assumption 
that  all  students  are  equal  and  therefore  should  be  treated  equally.  Horizontal  equity  is 
measured  in  terms  of  the  dispersion  in  the  amount  of  funding  received  per  student  among 
all  school  districts.  A  distribution  that  has  perfect  horizontal  equity  would  be  one  in 
which  there  was  no  dispersion;  thus,  it  would  require  that  all  students  in  all  districts 
receive  exactly  the  same  amount  of  funding.94  However  appealing  the  concept  of 
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horizontal  equity  may  be  on  the  surface  level,  the  truth  is  that  all  students  are  not  alike.  In 

fact,  there  is  ample  evidence  contrary  to  the  assumption  that  all  students  are  substantially 

equal.95  Thus,  it  is  most  appropriate  to  utilize  the  concept  of  horizontal  equity  within 

subgroups  of  students  who  are  deemed  equal  in  ability  and  circumstances. 

By  contrast,  the  concept  of  vertical  equity  emphasizes  the  different  needs  of 
individual  students  as  well  as  different  groups  of  students.  Therefore,  the  condition  of 
vertical  equity  requires  that  students  with  unequal  needs  be  treated  unequally.96  Indeed, 
there  has  been  a  gradual  acknowledgment  through  the  use  of  more  complex  funding 
formulas  that  the  cost  of  a  public  education  varies  among  students.97  According  to  Berne 
and  Stiefel,  legitimate  differences  among  students  include  varying  individual  ability 
levels,  varying  economic  conditions  in  different  geographic  areas,  or  varying  costs  of 
different  instructional  programs.98  Formula  adjustments  for  need  equalization  and  cost 
equalization,  as  discussed  previously,  fall  within  the  category  of  vertical  adjustments, 
because  these  adjustments  recognize  the  differences  between  individual  students  with 
various  needs  and  among  school  districts  with  varying  circumstances  and  populations. 

Although  both  horizontal  equity  and  vertical  equity  are  important  considerations 
when  evaluating  a  funding  distribution  scheme,  it  should  be  noted  that  there  is  an 
"inherent  conflict"  between  horizontal  and  vertical  equity,  because  neither  one  can  be 
perfectly  achieved  without  interfering  with  the  other.99  This  underlying  tension  leads  to  a 
considerable  degree  of  controversy  over  how  to  achieve  the  most  equitable  distribution  of 
funds  that  will  treat  all  students  equally  but  will  also  recognize  the  special  educational 
needs  that  exist  within  the  state.100 
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Wealth  neutrality,  which  is  also  commonly  referred  to  as  equality  of  educational 

opportunity,  is  another  common  concern  of  education  finance  experts.  Berne  and  Stiefel 

define  equity  of  opportunity  (or  wealth  neutrality)  as  a  condition  in  which  there  is  no 

relationship  between  the  amount  of  funding  received  per  student  and  a  variety  of  factors, 

including  property  wealth  per  pupil,  household  income,  fiscal  capacity,  or  gender.  In 

other  words,  this  principle  of  equity  requires  that  education  "should  not  be  a  function  of 

local  wealth."101  This  condition,  described  by  Berne  and  Stiefel  as  equity  of  opportunity, 

was  referred  to  in  the  present  study  as  wealth  neutrality.  The  following  section  discusses 

the  various  methods  that  are  utilized  in  the  measurement  of  equity  in  education  finance. 

Issues  in  the  Measurement  of  Equity 
There  are  several  issues  to  consider  in  the  measurement  of  equity  in  education 
finance.  One  important  issue  pertaining  to  the  measurement  of  equity  concerns  the  unit 
of  analysis.  Berne  and  Stiefel  discuss  the  relative  advantages  and  disadvantages  of  using 
the  district  unit  of  analysis  as  compared  to  the  pupil  unit  of  analysis.  Essentially,  the 
district  unit  of  analysis  weighs  each  district  in  the  state  equally,  without  regard  for  the 
size  of  the  district  or  the  number  of  pupils  within  that  district.  Alternatively,  the  pupil 
unit  of  analysis  incorporates  the  population  of  each  school  district,  thus  weighing  the 
larger  districts  more  heavily.102 

It  is  also  important  to  note  the  challenge  of  pursuing  all  forms  of  equity 
simultaneously.  Horizontal  equity,  vertical  equity,  and  wealth  neutrality  in  some  ways 
conflict  with  each  other,  and  thus  it  is  important  to  be  aware  of  how  each  one  affects  the 
others.  For  example,  efforts  to  achieve  greater  vertical  equity  -  whether  among  students 
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or  among  districts  -  can  have  a  negative  effect  on  measures  of  horizontal  equity.  Thus, 

researchers  in  education  finance  must  take  into  consideration  that  some  differences  in 

educational  expenditures  are  in  fact  desirable,  particularly  in  states  where  equalization 

programs  are  in  effect.103 

Another  issue  concerns  the  method  of  measuring  the  wealth  neutrality  of  a 
funding  distribution.  Most  often,  this  concept  is  measured  by  correlating  the  amount  of 
funding  per  pupil  with  the  amount  of  wealth  per  pupil.  The  most  common  measure  of 
wealth  per  pupil  consists  of  the  total  assessed  valuation  of  real  property  per  pupil, 
presumably  since  property  wealth  is  the  primary  source  of  local  funds  for  education. 
However,  some  controversy  has  emerged  over  the  appropriateness  of  this  measure.  The 
primary  objection  to  the  use  of  real  property  as  a  measure  of  wealth  is  the  trend  toward 
investment  of  wealth  in  other  forms  of  property  and  assets  that  are  not  taxed  as  easily.104 
However,  real  property  continues  to  be  used  by  most  states  as  a  means  of  comparing  the 
relatively  wealth  of  local  school  districts. 

Yet  another  dilemma  in  the  measurement  of  wealth  neutrality  is  whether  to 
measure  this  concept  by  using  the  elasticity  of  the  relationship  rather  than  the  slope. 
Although  both  statistics  measure  the  magnitude  of  the  relationship,  the  elasticity 
measures  magnitude  "in  terms  of  percentage  changes  rather  than  in  the  absolute  unit 
changes  reflected  in  the  slope."105  Another  issue  involves  the  distinction  between  the 
slope  and  the  correlation.  Berne  and  Stiefel  describe  the  differences  between  the  use  of 
measures  of  correlation  and  measures  of  slope,  noting  that  the  correlation  can  sometimes 
be  misleading.  In  certain  cases,  a  high  simple  correlation  may  give  the  impression  of  an 
inequitable  distribution,  even  though  the  magnitude  of  the  relationship  is  very  small, 
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resulting  in  a  low  simple  slope  and  simple  elasticity.106  This  happens,  for  example,  when 

the  variation  in  funding  per  student  is  relatively  low  as  compared  to  the  variation  in 

property  wealth  per  student. 

Per-pupil  property  values  may  be  an  excellent  explanatory  variable  for  the 
variation  that  exists  in  per-pupil  objects,  thus  resulting  in  a  high  simple 
correlation,  indicating  a  good  fit.  However,  if  the  variation  in  per-pupil  objects  is 
low  in  relation  to  the  variation  in  per-pupil  property  values,  the  magnitude  of  the 
effect  of  either  a  one-unit  or  a  1  percent  change  in  per-pupil  property  values  on 
per-pupil  objects  can  be  low.  This  leads  to  a  relatively  low  simple  slope  and 
simple  elasticity.107 

Thus,  even  though  funding  per  pupil  may  have  a  strong  correlation  with  property  wealth 

per  pupil,  this  relationship  may  be  less  troubling  if  the  magnitude  of  the  relationship  is 

quite  small. 

Furthermore,  Berne  and  Stiefel  expound  upon  the  usefulness  of  both  the 
correlation  and  the  slope  or  elasticity,  depending  upon  the  purpose  of  the  researcher:  "the 
choice  between  the  correlation  versus  the  slopes  and  elasticities  depends  on  which  aspect 
of  the  relationship  is  critical:  the  degree  of  interrelatedness  (correlation)  or  the  magnitude 
of  the  relationship  (slope  and  elasticity)."108  Although  the  correlation  is  still  more  widely 
used  than  the  slope  or  elasticity,  there  is  nothing  to  prevent  the  use  of  both  types  of 
measures  simultaneously. 

However,  there  has  been  some  criticism  about  the  appropriateness  of  the 
correlation  between  funding  per  student  and  wealth  per  student  when  measuring  wealth 
neutrality.  Michelson  defines  an  equalized  education  finance  system  as  one  that  "brings 
the  distribution  of  total  funds  closer  to  equal  dollars  per  pupil  than  it  would  be  if  no  such 
program  existed."      According  to  this  definition,  the  correlation  between  measures  of 
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wealth  and  of  funding  per  student  is  not  always  the  most  appropriate  measure  of 

equalization: 

It  is  common  to  correlate  school  funds  per  pupil  with  measures  of  wealth. . .  If  the 
standard  of  equal  dollars  per  pupil  were  met,  the  correlation  between  wealth  and 
school  revenues  would  be  zero.  Otherwise,  the  correlation  is  the  wrong  measure, 
and  many  programs  which  are  equalizing  according  to  the  definition  above  will 
not  be  recognized  as  such  by  this  measure.110 

Therefore,  Michelson  argues  that  the  slope  is  a  more  appropriate  measure  of  equalization, 

because  the  strength  of  the  relationship  -  the  correlation  -  is  somewhat  irrelevant  if  the 

slope  of  the  relationship  is  close  to  zero: 

The  correct  measure  of  equalization  should  utilize  the  slope  of  the  summary  line, 
not  the  closeness  of  the  points  around  it. . .  The  correct  comparison  should  be 
whether  the  slope  of  the  total  funds  is  closer  to  zero  than  the  slope  describing 
local  expenditures  in  the  absence  of  other  funds." ' 

Michelson  also  suggests  that  "state  funds  can  be  equalizing  even  if  they  are  correlated 

with  local  funds  and  capacity"  because  increased  state  aid  for  education  finance  most 

often  reduces  the  degree  of  inequality  among  school  districts.112 

The  preceding  paragraphs  discussed  some  of  the  issues  underlying  the 

measurement  of  equity  in  education  finance.  Researchers  must  give  careful  consideration 

to  issues  such  as  the  most  appropriate  unit  of  analysis  and  the  most  accurate  method  of 

measuring  wealth  neutrality,  among  other  issues.  The  specific  measures  and  methods  that 

were  utilized  in  the  present  study  are  further  discussed  in  the  following  chapter.  The 

following  section  of  this  chapter  explains  the  importance  of  ensuring  equity  in  education 

finance  schemes. 
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The  Importance  of  Ensuring  Equity 

There  are  many  valid  and  important  reasons  for  ensuring  the  equitable  distribution 
of  educational  opportunity  in  our  society.  Economic  philosophers  such  as  Marx," 
Smith,1 14  Keynes,"5  Galbraith,"6  and  Friedman"7  have  all  recognized  the  importance  of 
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education  to  an  efficient  and  productive  economy.      Members  of  society  must  have  a 
"minimal  endowment  of  assets"  in  order  for  the  economy  to  be  successful,  and  education 
enables  more  people  to  acquire  such  assets:  "Because  most  people  have  potential  to  sell 
their  own  labor,  one  approach  to  increasing  the  number  of  people  with  the  minimal 
endowment  is  to  increase  their  effectiveness  and  marketability  as  workers."1 

Indeed,  many  studies  have  revealed  numerous  positive  effects  of  education,  both 
for  the  individual  and  for  society  as  a  whole.  Schultz  concluded  that  between  36%  and 
70%  of  the  economic  growth  that  occurred  in  the  United  States  between  1929  and  1957 
was  associated  with  the  increased  levels  of  education  among  the  population.       In 
conducting  research  on  the  social  and  economic  returns  of  investment  in  education, 
Weisbrod  revealed  many  benefits  to  society,  such  as  increased  literacy,  reduced 
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dependency  of  individuals,  intelligent  self-government,  and  healthy  economic  activity. 

Particularly  since  the  latter  half  of  the  Twentieth  Century,  many  scholars  in 
education  finance  have  made  the  argument  that  funding  for  education  is  a  right  that 
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should  be  provided  to  all  on  equal  terms.       Indeed,  many  court  cases  pertaining  to 
education  finance  have  invoked  the  equal  protection  clause  of  the  Fourteenth  Amendment 
to  the  U.S.  Constitution  as  well  as  similar  clauses  contained  within  state  constitutions. 
These  cases  will  be  discussed  further  in  a  later  section  of  this  chapter. 
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Aside  from  these  claims  for  equal  protection  under  the  law,  the  importance  of 

ensuring  equity  in  education  finance  is  also  heavily  attributed  to  the  commonly  held 
perception  that  the  equity  of  inputs  affects  the  equity  of  educational  outcomes.       Indeed, 
the  equitable  distribution  of  educational  resources  and  services  attempts  to  ensure  a 
similarly  equitable  distribution  of  future  life-status  among  school  children.124  As  Roe  L. 
Johns  argued,  "Education  is  the  principal  means  by  which  we  seek  to  provide  equality  of 
opportunity...  It  is  the  means  by  which  we  'break  down  the  barriers  between  caste  and 
class  and  provide  for  social  mobility.'"125  There  is  considerable  support  for  the  argument 
that  an  unequal  provision  of  educational  services  constitutes  a  violation  of  constitutional 
rights,  and  this  point  has  been  debated  in  a  number  of  court  cases,  as  enumerated  in  the 
following  section  of  this  chapter.126 

Much  research  has  been  conducted  regarding  the  association  between  funding 
levels  and  educational  achievement.       Many  scholars  have  argued  that  inequitable  levels 
of  funding  produce  inequitable  levels  of  educational  opportunity  and  outcomes: 
"[FJunding  discrepancies  are  still  correlated  with  gaps  in  educational  attainment,  as 
measured  by  dropout  rates,  SAT  scores,  and  tests  of  mathematical  proficiency."128  In 
fact,  the  highest  courts  in  at  least  fifteen  states  have  acknowledged  a  positive  relationship 
between  educational  expenditures  and  educational  opportunity.129  Thus,  there  are  many 
important  and  valid  reasons  for  ensuring  equity  in  education  finance.  For  all  of  these 
reasons,  many  plaintiffs  have  sought  relief  from  funding  inequity  in  the  federal  and  state 
courts.  A  discussion  of  school  finance  litigation  is  contained  in  the  following  section. 
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Court  Cases  Pertaining  to  Equity  of  Education  Finance 

Increasingly,  cases  involving  education  finance  are  being  considered  at  both  the 
federal  and  the  state  level.  Especially  since  the  1970s,  there  has  been  a  dramatic  surge  in 
litigation  concerning  education  finance.  In  many  recent  cases,  the  plaintiffs  have  won 
against  the  state:  "Since  1989,  eleven  state  funding  systems  have  been  ruled 
unconstitutional  by  state  supreme  courts  and  six  have  been  ruled  constitutional.  During 
the  second  wave  of  litigation  (1989  to  present),  many  courts  have  sided  with  the 
plaintiffs."130  This  trend  was  partly  the  result  of  unsuccessful  attempts  by  education 
reformers  to  gain  the  support  of  state  legislatures;  as  a  result,  those  wishing  to  reform 
public  education  "turned  to  federal  and  state  constitutions  and  the  assistance  of  courts  to 
obtain  relief."131  Since  the  modern  era  of  school  finance  litigation  began  in  1971,  thirty- 
five  of  the  states'  highest  courts  have  ruled  on  the  constitutionality  of  their  states' 
education  funding  systems;  of  these,  eighteen  have  upheld  the  state  funding  distribution, 
while  seventeen  have  declared  the  system  unconstitutional. 

In  one  sense,  the  trend  toward  school  finance  litigation  has  followed  from  the 
school  desegregation  lawsuits.  Once  the  movement  toward  desegregation  had  been 
fulfilled,  those  supporting  the  rights  of  all  students  to  have  equal  access  to  a  quality 
education  perceived  that  school  finance  litigation  was  the  only  remaining  means  of 
achieving  equality  of  educational  opportunity.133  Indeed,  the  perception  is  widely  shared 
that  the  judicial  system  is  currently  the  only  viable  means  of  remedying  inequity  in 
education  finance,  especially  considering  the  trend  over  the  past  two  decades  favoring 
reduced  taxes  over  increased  educational  funding. '  4 
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The  first  court  case  to  have  a  significant  impact  upon  equity  in  education  was  the 

case  of  Plessy  v.  Ferguson,  which  ironically  pertained  to  public  railway  transportation 

and  not  overtly  to  public  education.135  The  Supreme  Court  noted  in  its  decision  that  the 

most  common  instance  of  racial  segregation  "is  connected  with  the  establishment  of 

separate  schools  for  white  and  colored  children,  which  have  been  held  to  be  a  valid 

exercise  of  the  legislative  power  even  by  courts  of  states  where  the  political  rights  of  the 

colored  race  have  been  longest  and  most  earnestly  enforced."136  The  Supreme  Court 

ruled  that  laws  permitting  or  requiring  racial  segregation  "do  not  necessarily  imply  the 

inferiority  of  either  race  to  the  other,  and  have  been  generally,  if  not  universally, 

recognized  as  within  the  competency  of  the  state  legislatures  in  the  exercise  of  their 

police  power."137 

In  the  subsequent  case  of  Cumming  v.  Richmond  County  Board  of  Education,  the 

United  States  Supreme  Court  upheld  the  right  of  a  Georgia  school  district  to  offer  a  high 

school  education  only  to  white  students  and  ruled  that  this  denial  of  a  high  school  for 

minority  students  did  not  violate  the  equal  protection  under  the  law  that  is  guaranteed  by 

the  Fourteenth  Amendment.138  The  school  district  argued  that  the  amount  of  funding  for 

public  schools  in  that  county  was  not  sufficient  enough  to  support  the  operation  of  two 

high  schools,  and  given  that  segregation  was  a  legal  practice  at  that  time,  it  was  better  to 

operate  one  high  school  for  white  students  rather  than  no  high  schools  at  all.  The 

Supreme  Court  agreed  with  the  school  district,  stating: 

The  substantial  relief  asked  is  an  injunction  that  would  either  impair  the  efficiency 
of  the  high  school  provided  for  white  children  or  compel  the  board  to  close  it.  But 
if  that  were  done,  the  result  would  only  be  to  take  from  white  children  educational 
opportunities  for  the  education  furnished  in  high  schools.  The  colored  children 
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would  not  be  advanced  in  the  matter  of  their  education  by  a  decree  compelling  the 
defendant  board  to  cease  giving  support  to  a  high  school  for  white  children.139 

Thus,  the  practice  of  denying  a  high  school  education  to  minority  students  while 

providing  the  same  education  to  white  students  was  ruled  as  constitutional  because  it  was 

due  to  insufficient  funds  and  because  it  was  legal  to  maintain  racial  segregation  in  the 

schools  at  that  time. 

The  case  of  Brown  v.  Board  of  Education  was  also  significant  to  the  field  of 

education  finance  in  many  ways.  In  this  decision,  the  United  States  Supreme  Court  ruled 

that  "education  is  perhaps  the  most  important  function  of  state  and  local  governments" 

and  is  also  "the  very  foundation  of  good  citizenship."140  The  Court  went  on  to  argue  that 

education  is  in  fact  a  prerequisite  for  success  in  life: 

In  these  days,  it  is  doubtful  that  any  child  may  reasonably  be  expected  to 
succeed  in  life  if  he  is  denied  the  opportunity  of  an  education.  Such  an 
opportunity,  where  the  state  has  undertaken  to  provide  it,  is  a  right  which 
must  be  made  available  to  all  on  equal  terms.141 

The  United  States  Supreme  Court  relied  upon  the  "separate  but  equal"  doctrine 

established  in  Plessy  v.  Ferguson,  which  states  that  "equality  of  treatment  is  accorded 

when  the  races  are  provided  substantially  equal  facilities,  even  though  these  facilities  be 

separate."142  However,  the  plaintiffs  argued  that  their  schools  were  not  in  fact  "equal," 

thus  alleging  a  violation  of  the  Fourteenth  Amendment.  The  Court  thus  concluded  that 

racial  segregation  in  public  schools  deprives  minority  children  of  equal  educational 

opportunity.  Therefore,  the  Supreme  Court  overturned  Plessy  v.  Ferguson  by  stating  that 

the  "separate  but  equal"  doctrine  is  not  applicable  to  public  education:  "Separate 

educational  facilities  are  inherently  unequal."143 
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The  principle  of  fiscal  neutrality  as  applied  to  education  finance  was  legally 

established  in  1971  by  the  landmark  case  of  Serrano  v.  Priest.       This  case  was 

especially  significant  in  that  it  "strongly  documented  the  establishment  of  a  new  equal 

protection  application  to  school  finance."145  In  this  case,  the  California  Supreme  Court 

became  the  first  court  to  accept  the  relationship  between  the  cost  of  educational  programs 

and  the  quality  of  educational  services.  The  Serrano  case  was  also  the  first  to  establish  a 

"judicially  manageable  standard"  that  could  be  utilized  by  courts  to  decide  cases  of 

inequitable  funding  of  education.146  The  Serrano  principle  states  that  "the  quality  of  a 

child's  education  cannot  be  a  function  of  the  wealth  of  the  local  community,  but  instead 

must  be  a  function  of  the  wealth  of  the  state  as  a  whole."147  The  court's  analysis  of  the 

case  revealed  that  the  California  system  for  funding  public  education  "created  great 

disparities  in  school  revenues,"  particularly  because  of  the  way  that  it  "generated  school 

revenue  proportional  to  the  wealth  of  the  individual  school."148  Therefore,  the  Serrano 

case  had  great  significance  for  equity  in  education  finance  for  several  reasons.  First,  it 

marked  the  acceptance  by  the  courts  of  the  relationship  between  the  cost  and  the  quality 

of  education.  Second,  it  established  that  the  quality  of  education  could  not  be  dependent 

upon  local  property  wealth. 

Another  landmark  case  in  the  area  of  education  finance  was  that  of  San  Antonio 

Independent  School  District  v.  Rodriguez.149  In  this  case,  the  plaintiffs  challenged  the 

equity  of  the  Texas  education  finance  system,  which  relied  heavily  upon  local  property 

taxes.  Residents  of  poorer  school  districts  with  a  lower  property  tax  base  argued  that  the 

system  constituted  a  violation  of  the  equal  protection  clause  of  the  U.S.  Constitution.  The 

Supreme  Court  decided  that  the  Texas  system  "abundantly  satisfies"  the  Equal  Protection 
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Clause,  which  requires  that  a  state  action  must  rationally  further  a  "legitimate  state 

purpose  or  interest"  in  order  to  be  constitutional.  15°  In  this  case,  the  Court  decided  that 

the  funding  formula  used  by  the  state  of  Texas  met  a  legitimate  state  purpose  and  thus  did 

not  violate  the  equal  protection  clause  of  the  Fourteenth  Amendment.151  The  Court  also 

observed  that  education  is  not  a  fundamental  right  protected  under  the  U.S.  Constitution: 

"Education,  of  course,  is  not  among  the  rights  afforded  explicit  protection  under  our 

Federal  Constitution.  Nor  do  we  find  any  basis  for  saying  it  is  implicitly  so  protected."1 

This  decision  undermined  the  widely  held  claim  that  education  was  a  fundamental 
right,153  although  the  Supreme  Court  itself  even  "acknowledged  that  education  has  a 
strong  nexus  with  such  guaranteed  first  amendment  rights  as  speech  and  that  it  is 
important  to  the  intelligent  use  of  the  right  to  vote,  a  fundamental  interest."154  Although 
the  Rodriguez  decision  had  significant  impacts  on  the  future  of  education  finance 
litigation,  it  did  not  prevent  state  courts  from  ruling  that  education  is  a  fundamental  right 
under  a  state  constitution's  equal  protection  clause,  especially  considering  that  many  state 
constitutions  contain  such  clauses  as  well  as  specific  references  to  public  education.155  In 
fact,  since  Rodriguez,  education  finance  cases  have  been  tried  primarily  at  the  state  level, 
and  plaintiffs  have  relied  upon  the  education  and  equal  protection  clauses  in  state 
constitutions  and  statutes  rather  than  claiming  education  as  a  fundamental  right  under  the 
U.S.  Constitution.156 

Although  horizontal  equity  -  which  is  also  referred  to  as  strict  financial  equity  - 
is  clearly  an  important  principle  in  education  finance,  it  is  not  the  only  consideration  in 
providing  an  equitable  distribution  of  resources.  In  fact,  the  plaintiffs  in  most  education 
finance  cases  tend  to  oppose  reliance  solely  on  horizontal  equity  because  it  does  not 
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incorporate  the  varying  educational  needs  of  public  school  students.157  The  principle  of 

vertical  equity  -  which  takes  into  consideration  the  different  needs  of  students  -  was 

firmly  established  in  the  case  of  Robinson  v.  Cahill,15*  which  was  decided  soon  after  the 

Rodriguez  case.  In  this  landmark  decision,  the  court  acknowledged  that  education 

finance  systems  must  compensate  for  the  differing  needs  and  circumstances  faced  by 

school  children  of  varying  ability  levels  and  backgrounds.  In  this  sense,  the  New  Jersey 

courts  have  expanded  the  concept  of  equal  educational  opportunity  to  include  not  only 

horizontal  equity  but  also  vertical  equity.15 

Robinson  v.  Cahill  was  also  significant  in  that  the  New  Jersey  Supreme  Court 

became  the  first  state  supreme  court  to  find  the  state  distribution  unconstitutional  solely 

on  the  grounds  of  state  constitutional  provisions.160  However,  this  case  differed  from 

other  education  finance  cases  because  the  decision  centered  on  the  "thorough  and 

efficient"  clause  in  the  state  constitution  rather  than  upon  state  equal  protection  laws.161 

In  this  manner,  the  Robinson  case  set  an  important  precedent  by  "holding  a  system  of 

school  financing  unconstitutional  without  invoking  fundamentality  and  the  state's  equal 

protection  clause,"  thus  avoiding  the  "unusual  and  unnecessary  complications  in 

1  ft') 

attempting  to  address  the  educational  equity  issue  in  terms  of  equal  protection."       In  the 
decision,  the  New  Jersey  Supreme  Court  ruled  that  the  state  was  required  by  its 
constitution  to  prepare  school  children  for  "their  roles  as  citizens  and  competitors  in  the 
labor  market"  and  that  "all  children  must  have  an  equal  opportunity  to  receive  this  level 
of  education."163  The  Robinson  case  was  the  first  of  eleven  decisions  issued  in  New 
Jersey  over  the  last  twenty-five  years,  all  of  which  have  significantly  improved  the  equity 
of  education  in  that  state.164  However,  the  New  Jersey  Supreme  Court  has  struggled  over 
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the  years  to  define  what  is  meant  by  a  "thorough  and  efficient"  system  of  education,  using 

such  sources  such  as  legal  precedent,  education  statutes,  and  the  policies  made  by  the 

legislative  and  executive  branches  of  the  state  government.165 

The  State  of  Florida  has  also  dealt  with  several  cases  pertaining  to  education 
finance.  In  Gindl  v.  Department  of  Education?66  the  Supreme  Court  of  Florida  upheld 
the  component  of  the  Florida  Education  Finance  Program  known  as  the  District  Cost 
Differential,  which  adjusts  funding  for  school  districts  for  the  cost  of  living.  The  Court 
ruled  that  "the  district  cost  differential  is  not  arbitrary,  capricious,  or  unreasonable  and 
unrelated  to  the  goal  of  providing  substantially  equal  educational  opportunities."  In 
addition,  the  Supreme  Court  of  Florida  in  this  case  also  upheld  the  practice  of  allowing 
local  school  districts  to  levy  additional  millage,  stating  that  this  system  "does  not  violate 
the  equal  protection  clause,  and  substantial  equality  of  education  is  not  prevented  by  the 
use  of  leeway  millage." 

In  another  case,  Florida  Department  of  Education  v.  Glasser,161  the  Florida 
Supreme  Court  had  denied  the  plaintiffs'  request  to  define  more  specifically  the  provision 
in  the  state  constitution  that  requires  "a  uniform  system  of  free  public  schools."168    The 
Court's  reasoning  was  that  it  was  the  responsibility  of  the  legislature  to  define  this  phrase. 
Moreover,  the  Court  ruled  that  "the  uniformity  clause  is  not  and  never  was  intended  to 
require  that  each  school  district  be  a  mirror  image  of  every  other  one"  and  that  it  "will  not 
be  construed  as  tightly  restrictive,  but  merely  as  establishing  a  larger  framework  in  which 
a  broad  degree  of  variation  is  possible."169 

The  most  recent  education  finance  case  to  be  decided  by  the  Supreme  Court  of 
Florida  was  Coalition  for  Adequacy  and  Fairness  in  School  Funding  v.  Chiles,  in  which 
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the  plaintiffs  asked  the  court  to  "declare  that  an  adequate  education  is  a  fundamental  right 

under  the  Florida  Constitution,  and  that  the  State  has  failed  to  provide  its  students  that 

fundamental  right  by  failing  to  allocate  adequate  resources."170  The  Supreme  Court  of 

Florida  affirmed  the  trial  court's  order  of  dismissal,  ruling  that  the  appellants  had  "failed 

to  demonstrate  in  their  allegations  a  violation  of  the  legislature's  duties  under  the  Florida 

Constitution."171  The  Florida  Supreme  Court  affirmed  the  trial  court's  order,  which 

reasoned  that  the  court  could  not  "usurp  and  oversee  the  appropriations  power"  of  the 

Legislature  because  of  the  separation  of  powers  provision  of  the  Florida  Constitution, 

unless  the  plaintiffs  had  asked  the  Court  "to  review  the  constitutionality  of  a  specific 

legislative  enactment."172 

A  review  of  school  finance  litigation  and  reform  across  the  fifty  states  reveals 

several  common  strategies  used  to  improve  the  equity  of  state  education  finance  systems. 

Certain  states  have  opted  to  raise  taxes  in  order  to  raise  the  poorest  districts  and  schools 

up  to  the  average  spending  level.  Other  states  have  attempted  to  accomplish  the  same 

goal  by  relying  solely  upon  revenue  growth  in  the  state.  In  an  effort  to  equalize  the 

distribution  of  funds  to  school  districts,  some  states  have  reduced  or  altogether  eliminated 

state  aid  to  the  wealthiest  school  districts,  instead  redistributing  those  funds  to  the  poorest 

districts  in  the  state.  Another  option  that  some  states  have  considered  is  redistributing 

property  wealth  beyond  the  existing  school  district  boundaries  in  order  to  achieve  a  more 

even  distribution.  Finally,  certain  states  have  placed  limitations  on  the  spending  ability  of 

wealthy  districts  while  simultaneously  raising  the  level  of  expenditures  for  the  poorest 

districts.173 
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The  United  States  Governmental  Accounting  Office  also  identified  some  major 

findings  in  its  case  analysis  of  school  finance  litigation  in  three  states.  The  first  finding 

was  that  the  education  finance  lawsuits  in  these  cases  were  successful  in  forcing  the  states 

to  address  inequities  in  educational  funding  distributions.  In  addition,  each  of  these  three 

states  was  able  through  legislation  to  provide  additional  assistance  to  the  poorer  school 

districts  without  harming  the  wealthier  districts.  Finally,  the  implications  of  this  study 

suggest  that  other  states  should  focus  more  attention  upon  defining  equity  in  terms  of 

specific  levels  of  achievement,  linking  the  finance  system  with  appropriate  accountability 

measures,  and  allow  participation  by  all  groups  in  the  policy  making  process.174 

Some  researchers  argue  that  many  of  these  education  finance  cases  have  failed  to 
"translate  success  in  the  courtroom  into  success  in  the  classroom."175  In  these  instances, 
the  system  of  financing  schools  may  indeed  be  more  equitable,  but  there  has  been  little 
measurable  improvement  in  the  educational  achievement  of  lower  income  students.176 
Thus,  further  research  would  be  required  in  order  to  determine  why  these  more  equitable 
school  finance  systems  do  not  appear  to  be  effective  in  promoting  greater  achievement  for 
disadvantaged  students.  However,  the  education  finance  litigation  that  has  occurred  to 
date  has  contributed  extensively  to  the  further  definition  of  equity  as  applied  to  education. 

As  the  concept  of  equity  in  education  finance  has  evolved  over  time,  the  states 
have  attempted  to  develop  funding  formulas  that  provide  a  more  equitable  distribution  of 
funds.  In  the  State  of  Florida,  this  effort  has  culminated  in  the  Florida  Education  Finance 
Program,  which  has  served  as  the  method  of  funding  public  schools  in  Florida  since  1973. 
The  following  section  describes  the  Florida  Education  Finance  Program  in  greater  detail, 
beginning  with  a  brief  history  of  its  creation  and  implementation. 
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The  Florida  Education  Finance  Program 

The  Florida  Education  Finance  Program  resulted  from  a  notable  effort  to  equalize 

educational  funding  in  Florida  in  the  early  1 970s.  The  governor  at  that  time  had 

appointed  the  Governor's  Citizens  Committee  on  Education,  more  commonly  known  as 

the  "Schultz  Committee,"  to  study  all  aspects  of  public  education  in  Florida.  The  Schultz 

Committee  recommended  in  1973  that  the  existing  funding  formula  be  modified  in  order 

to  simplify  it  and  to  make  it  more  equitable.177  Subsequently,  the  existing  Minimum 

Foundation  Program,  which  had  been  in  effect  since  1947,  was  revised  and  renamed  the 

Florida  Education  Finance  Program  by  the  1 973  Florida  Legislature.  The  legislation  that 

created  the  FEFP  stated: 

The  intent  of  the  Legislature  is  to  guarantee  to  each  student  in  the  Florida 
public  educational  system  the  availability  of  programs  and  services 
appropriate  to  his  or  her  educational  needs  which  are  substantially  equal  to 
those  available  to  any  similar  student,  notwithstanding  geographic 
differences  and  varying  local  economic  factors.178 

At  the  time  of  its  inception,  the  FEFP  was  a  "national  model  for  inter-district  equity."179 

Since  that  time,  it  has  been  revised  annually  by  the  Legislature  in  search  of  a  more 

equitable  distribution  of  funds.  Today,  the  Florida  Education  Finance  Program  distributes 

over  10  billion  dollars  of  funding  for  approximately  2.4  million  students  in  67  school 

districts  across  the  state.180 

The  creation  of  the  Florida  Education  Finance  Program  by  the  Florida  Legislature 

in  1973  marked  a  significant  change  in  the  system  of  funding  public  education  in  the 

state.  Instead  of  basing  the  finance  system  upon  the  number  of  teachers  or  classrooms, 

the  FEFP  calculated  funding  based  upon  "the  individual  student  participating  in  a 

particular  educational  program."181  Although  the  funding  formula  used  by  State  of 
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Florida  technically  qualifies  as  a  foundation  program,  in  effect  the  FEFP  provides  de 

facto  full  state  funding.  This  is  because  of  the  limitations  on  local  property  taxes  and 
other  controls  placed  upon  districts  by  the  state.182  The  following  section  provides  a 
detailed  discussion  of  the  various  components  of  the  Florida  Education  Finance  Program. 

The  Florida  Education  Finance  program  is  classified  as  a  highly  modified 
foundation  program  that  closely  resembles  a  full  state  support  program.  In  this  way, 
Florida  is  similar  to  other  states,  such  as  New  Mexico,  Minnesota,  and  Hawaii,  which 
approach  full  state  support  but  "actually  operate  more  like  high-level  foundation 

1  R^ 

programs  financed  by  state  property  taxes  than  like  full  state  support  programs."      The 
FEFP  provides  funding  on  the  basis  of  the  number  of  full-time  equivalent  students 
(FTEs).  A  full-time  equivalent  is  defined  by  Florida  statute  as  one  student  in  membership 
for  a  school  year  or  its  equivalent,  which  is  defined  by  a  standard  of  900  hours  of 
instruction.184  The  FEFP  also  utilizes  a  variety  of  program  cost  factors  in  order  to 
recognize  the  varying  costs  of  different  educational  programs.  This  feature  of  the  funding 
formula  ensures  that  "each  program  receives  its  equitable  share  of  funds  in  relation  to  its 
relative  cost  per  student."185 

The  FEFP  is  known  for  its  complexity  and  for  its  recognition  of  the  varying  costs 
of  educating  students  in  different  grade  levels  and  with  varying  levels  of  ability.186  These 
different  cost  factors  reflect  an  underlying  set  of  values  that  is  unique  to  Florida  because 
it  places  greater  priority  on  providing  quality  instruction  in  the  early  grades.187  Although 
the  FEFP  at  one  time  had  more  than  50  different  program  cost  factors,  the  State  of  Florida 
has  since  collapsed  the  number  of  cost  factors  in  order  to  simplify  the  FEFP.  This  was 
accomplished  primarily  through  the  adoption  of  a  new  funding  model  for  exceptional 
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student  education  programs  which  utilizes  only  five  levels  of  service  that  indicate  the 

1  XX 

severity  of  a  student's  needs.       This  model  was  formally  adopted  and  implemented  by 
the  Florida  Legislature  in  1997.189 

The  FEFP  calculates  the  total  amount  of  base  funding  by  first  multiplying  the 
number  of  FTEs  by  the  program  cost  factors  for  each  student  in  order  to  calculate  the 
number  of  weighted  full-time  equivalent  students,  abbreviated  as  WFTEs.  The  program 
cost  factors  differ  by  grade  level,  by  the  level  of  exceptional  student  education  services 
required,  and  for  special  programs  such  as  English  for  Speakers  of  Other  Languages 
(ESOL)  and  Vocational  Education  programs  for  sixth  through  twelfth  grades.  The  Florida 
Legislature  utilizes  a  three-year  averaging  method  in  determining  the  cost  factors  each 
year.  For  the  1999-2000  year,  students  in  basic  education  in  fourth  through  eighth  grades 
are  assigned  a  cost  factor  of  1 .000,  while  students  in  kindergarten  through  third  grade 
receive  a  factor  of  1 .057  and  students  in  ninth  through  twelfth  grades  receive  a  factor  of 
1.115.  Students  receiving  special  education  services  are  assigned  to  one  of  five  support 
levels  that  reflect  the  severity  of  the  students'  needs.  Special  education  students  thus 
receive  cost  factors  of  1.341,  2.072,  3.287,  4.101,  or  6.860  depending  upon  their  support 
levels.  Students  in  the  ESOL  program  are  assigned  a  factor  of  1 .2 1 1 ,  and  students  in 
Vocational  Education  are  also  assigned  a  factor  of  1.21 1. I90 

The  number  of  WFTEs  is  then  multiplied  by  the  Base  Student  Allocation,  which 
is  an  amount  designated  annually  by  the  Legislature.  For  the  1999-2000  fiscal  year,  the 
Base  Student  Allocation  was  $3,227.74. I91  This  amount  is  then  multiplied  by  the  District 
Cost  Differential  in  order  to  account  for  the  varying  cost  of  living  among  the  school 
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districts.  This  adjustment  relies  upon  a  three  year  average  of  the  Florida  Price  Level 

Index  in  order  to  reduce  the  "immediate  impact  of  sudden  changes  in  the  index."192 

The  State  of  Florida  was  among  the  first  states  to  adjust  funding  for  public  schools 

according  to  the  varying  cost  of  living  across  the  state.  Such  adjustments  compensate  for 

the  "differences  in  local  school  district  purchasing  power"  that  are  caused  by  the  varying 

cost  of  living.193  This  adjustment  is  calculated  using  the  Florida  Price  Level  Index 

(FPLI),  which  initially  used  a  three-year  average  of  pricing  from  the  Consumer  Price 

Index  to  estimate  the  differential  cost  of  living  among  school  districts  in  Florida.194 

However,  the  FPLI  was  eventually  restructured  in  order  to  improve  its  accuracy.195 

Today,  the  FPLI  measures  the  differences  in  the  prices  of  1 1 7  items  across  the  67  school 

districts.196 

The  Florida  Education  Finance  Program  utilizes  a  number  of  formula  adjustments 

in  order  to  account  for  various  factors  that  affect  the  cost  of  public  education  throughout 

the  state.197  One  such  adjustment  is  the  Declining  Enrollment  Supplement,  which 

provides  additional  financial  assistance  to  school  districts  that  are  experiencing  a  decline 

in  their  enrollment,  thus  protecting  them  against  potentially  sudden  budget  cuts.  Another 

adjustment,  the  Sparsity  Supplement,  allocates  additional  funding  for  districts  with 

sparsely  settled  populations  in  order  to  account  for  the  transportation  costs  and  other 

expenses  associated  with  sparse  populations.  The  Safe  Schools  Allocation  distributes 

funds  for  improving  the  safety  of  public  schools  across  the  state;  67%  of  these  funds  are 

distributed  to  the  districts  with  the  greatest  need,  as  measured  by  the  Florida  Crime  Index, 

and  the  remaining  33%  is  distributed  proportionately  to  all  districts  according  to 

enrollment  size.  Districts  are  also  protected  from  sudden  changes  in  enrollment  size  by 
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the  Hold  Harmless  adjustment,  which  guarantees  a  minimal  increase  in  funding  to  every 

school  district:  this  amount  is  equal  to  at  least  1%  of  the  number  of  full-time  equivalents 

in  the  prior  year.  The  Disparity  Compression  Adjustment  was  added  in  1996-97  to 

reduce  the  overall  disparity  in  funding  per  student  among  the  67  school  districts  by 

raising  the  level  of  funding  for  the  poorest  districts  in  order  to  bring  them  closer  to  the 

mean.  The  FEFP  also  contains  an  adjustment  for  Discretionary  Tax  Equalization,  which 

provides  assistance  to  school  districts  with  a  lower  ability  to  generate  tax  revenue  for 

education. 


Although  many  states,  like  Florida,  attempt  to  provide  local  school  districts  with 
greater  flexibility  in  raising  additional  funds  for  public  education,  this  local  flexibility 
also  has  the  consequence  of  reducing  the  amount  of  equalization  among  all  school 
districts  within  the  state.  However,  Florida  is  one  of  several  states  that  place  certain 
restrictions  upon  local  discretionary  taxes  in  order  to  maximize  equalization  while  also 
providing  greater  flexibility.       Florida  also  provides  discretionary  tax  equalization  to 
school  districts  that  are  unable  to  raise  $50  per  FTE  when  levying  the  maximum  amount 
of  discretionary  millage  permitted  by  the  state  for  current  operating  expenditures.199 

Thus,  the  Florida  Education  Finance  Program  is  a  highly  complex  formula  that 
takes  many  factors  into  account  and  attempts  to  adjust  for  the  varying  circumstances  and 
needs  of  each  school  district.  Although  this  funding  formula  is  much  more  evolved  than 
previous  formulas  used  by  the  State  of  Florida,  there  have  been  a  number  of  studies  that 
have  criticized  aspects  of  the  FEFP.  The  following  section  presents  a  history  of  equity  in 
Florida  education  finance. 
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A  History  of  Equity  in  Florida  Education  Finance 
The  State  of  Florida  has  a  long  history  of  promoting  equity  in  education  finance. 
Indeed,  the  trend  toward  equalization  of  state  funding  for  the  public  school  districts  can 
be  traced  back  to  the  year  1926.200  However,  the  process  of  achieving  equity  in  education 
finance  in  Florida  is  a  continuous  one,  especially  as  new  challenges  and  circumstances 
continue  to  present  themselves  from  year  to  year.  A  review  of  the  various  studies  of  the 
education  finance  programs  in  Florida  illustrates  the  evolutionary  process  that  has 
culminated  in  the  current  Florida  Education  Finance  Program. 

As  early  as  1905,  Ellwood  Cubberley  examined  the  distribution  of  funds  for 
education  in  the  State  of  Florida  and  used  it  as  an  example  of  equalization.      Cubberley 
noted  that  the  state  constitution  provided  for  a  statewide  tax  of  one  mill,  which  was  then 
distributed  to  local  school  districts  based  upon  the  average  daily  attendance  in  the 
schools.  By  contrast,  Cubberley  used  the  example  of  Tennessee,  where  taxes  were 
distributed  according  to  the  amount  of  taxes  paid  by  each  school  district,  as  an  inequitable 
distribution  of  funds.  Cubberley  described  the  Florida  distribution  as  "far  more  just 
and. .  .a  much  greater  force  in  the  direction  of  equalization  of  the  burdens  and  the 
advantages  of  education  than  would  be  the  case  if  the  distribution  were  made  on  the  basis 
of  taxes  paid."202 

However,  other  early  studies  of  education  finance  in  the  State  of  Florida  found 
substantial  evidence  of  inequality.  For  example,  in  1926,  Roe  L.  Johns  found  a  high 
degree  of  inequity  among  school  districts  in  terms  of  funding  per  pupil.203  According  to 
Johns,  "glaring  inequalities  existed  among  the  counties  of  the  state  in  revenue  receipts  per 
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pupil."204  In  1929,  Charles  Alonzo  Smith  found  a  correlation  of  .665  between  true  wealth 

per  school  district  and  current  educational  expenses  per  school  district,  suggesting  that 

the  wealthier  counties  were  spending  more  than  the  poorer  counties.       Smith  also  found 

that  the  cost  of  public  education  in  districts  with  sparse  populations  was  considerably 

higher  than  the  cost  of  education  in  the  more  densely  populated  districts.206  Overall, 

Smith  discovered  a  significant  amount  of  variation  among  Florida  counties  in  terms  of 

funding  per  pupil.207 

A  longitudinal  study  of  the  effects  of  the  Florida  Education  Finance  Program 
during  its  first  10  years  of  implementation  suggested  that  it  had  not  succeeded  in 
promoting  fiscal  equity.  Shiver  found  that  funding  disparities  had  further  widened  since 
the  inception  of  the  FEFP  and  that  there  was  a  stronger  relationship  between  funding  per 
pupil  and  wealth  per  pupil.208  Shiver  also  concluded  that  the  level  of  equalization  in 
1980-1981  was  lower  than  the  equalization  in  any  of  the  previous  10  years. 

However,  more  recent  studies  have  reported  that  the  FEFP  demonstrates  high 
levels  of  distributional  equity.  Nakib  and  Herrington  stated  in  1998  that  the  FEFP 
continues  to  demonstrate  high  levels  of  inter-district  equity  as  defined  by  most  traditional 
measures.209  In  their  study,  Nakib  and  Herrington  found  no  significant  variation  in  the 
breakdown  of  district  level  expenditures  by  level  of  property  wealth.210  An  earlier  study 
by  the  Office  of  Program  Policy  Analysis  and  Government  Accountability  in  1996 
measured  the  equity  of  opportunity  afforded  by  the  FEFP  in  terms  of  the  relationship 
between  district  property  wealth  and  district  revenues  per  student  over  a  five-year 
period.       This  study  concluded  that  the  formula  is  relatively  wealth  neutral,  but  that  the 
differences  that  do  exist  among  districts  are  primarily  caused  by  the  District  Cost 
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Differential,  which  accounts  for  the  varying  cost  of  living  among  the  67  school 

919 

districts.       A  study  by  Maiden  and  Wood  in  1995  examined  the  discretionary  elements 
of  the  Florida  Education  Finance  Program.  Maiden  and  Wood  found  some  disequalizing 
effects  of  discretionary  levies  but  concluded  that  there  was  "no  evidence  that  any  child  in 
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the  state  is  harmed." 

Still,  there  are  many  concerns  about  the  equity  that  is  afforded  by  the  FEFP.  A 
recent  study  by  Owens  and  Maiden  compared  interschool  and  interdistrict  funding  equity 
in  Florida  and  revealed  some  evidence  of  inequality  for  schools  with  high  percentages  of 
students  with  low  socioeconomic  status.214  Earlier  studies  have  expressed  concern  with 
various  components  of  the  formula,  especially  the  cost  of  living  adjustment.  Indeed,  in  an 
earlier  study,  Carroll  and  Park  determined  that  the  cost  adjustments  employed  by  the 
FEFP,  particularly  the  District  Cost  Differential,  heavily  favor  the  larger,  urban  districts, 
such  as  Dade  and  Broward  counties.215  Carroll  and  Park  criticize  this  component  of  the 
FEFP  because  the  cost-of-living  adjustment  introduces  a  "very  substantial  income  bias 
into  the  distribution  of  revenues"  by  allocating  additional  funds  to  school  districts  with 
the  highest  levels  of  wealth  and  income,  which  according  to  their  analysis  has  a  negative 
effect  on  wealth  neutrality.216  However,  it  should  be  noted  that  the  intent  of  this 
adjustment  is  precisely  to  provide  vertical  equity  among  school  districts  in  recognition  of 
the  varying  cost  of  "obtaining  similarly  qualified  personnel  in  different  school 
districts."217 

Another  component  of  the  formula  that  has  been  criticized  is  the  use  of  pupil 
weighting  programs,  which  some  have  argued  heavily  influence  the  equity  of  the 
distribution  and  also  presents  a  serious  threat  to  the  equity  of  the  FEFP  where  students  do 
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not  have  equal  access  to  such  programs.218  Still  others  have  expressed  concern  about  the 

discretionary  local  taxes  that  are  permitted  by  the  FEFP.  The  Office  of  Program  Policy 

Analysis  and  Government  Accountability  found  that  the  revenue  generated  within  each 

school  district  from  Discretionary  Local  Effort,  when  it  is  not  equalized  by  the  FEFP,  also 
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accounts  for  some  of  the  differences  in  funding  per  student  among  school  districts. 

There  were  many  criticisms  leveled  at  the  FEFP  shortly  after  its  implementation. 
For  example,  Carroll  and  Park  concluded  that  the  system  had  become  "substantially  less 
fiscally  neutral"  as  a  result  of  the  reforms  imposed  by  the  FEFP:  "The  degree  of 
association  between  per-pupil  revenues  and  wealth,  and  between  instructional 
expenditures  and  wealth,  remained  high  between  1972  and  1975."       Carroll  and  Park 
attributed  this  trend  to  the  cost  adjustment  factor,  which  allocates  disproportionate 
amounts  of  revenue  to  the  counties  with  higher  income  levels.      The  primary  finding  of 
the  Carroll  and  Park  study  was  that  a  strong  relationship  between  property  wealth  and 
funding  per-pupil  had  existed  both  before  and  after  the  FEFP  was  implemented.22 
Carroll  and  Park  also  found  that  the  cost  factors  used  in  the  pupil  weighting  system  had 
"no  impact  whatsoever  on  the  distribution  of  revenues."223 

Although  the  Florida  Education  Finance  Program  has  been  the  subject  of  these 
and  other  studies,  there  was  a  need  to  conduct  a  current  analysis  of  the  distributional 
equity  of  the  FEFP  and  to  examine  the  trends  in  the  formula's  equity  over  the  past  10 
years.  The  present  study  addresses  this  question  by  statistically  analyzing  the  distribution 
of  state  and  local  funds  to  the  67  school  districts  between  1990-1991  and  1999-2000. 
However,  it  is  also  important  to  consider  the  trends  that  may  affect  the  future  of  education 
finance  and  their  potential  implications  for  the  equity  of  distributional  formulas. 
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Future  Trends  in  Education  Finance 

There  are  a  number  of  notable  trends  in  the  field  of  education  finance  at  the 
beginning  of  the  Twenty-first  Century.  Indeed,  issues  of  education  finance  have  become 
increasingly  complex.  The  most  recent  legal  cases  involving  education  finance  extend  far 
beyond  traditional  legal  concepts  to  "complex  questions  of  education,  economics,  and 
politics."224  Heubert  lists  some  recent  examples  of  this  trend,  including  Rose  v.  Council 
for  Better  Education,      Abbott  v.  Burke,      and  McDuffy  v.  Secretary  of  the  Executive 
Office  of  Education™  These  cases  often  require  the  collaborative  contributions  of 
"educators,  lawyers,  researchers,  parents,  and  state-level  policy  makers."       In  fact, 
school  finance  litigation  in  several  states  has  sparked  "ambitious  statewide  school  reform 
efforts."229  This  is  a  promising  trend,  since  equity  of  educational  opportunity  is 
facilitated  by  strong  support  of  not  only  the  judiciary  but  the  legislature  as  well:  "equal 
educational  opportunity  is  well  served  when  legislative  enactments  provide  support  and 
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substance  to  judicially  defined  constitutional  rights."      However,  the  trends  in  state 
supreme  court  decisions  have  varied  considerably  among  the  50  states.  Although  some 
courts  have  been  more  assertive  in  defining  equity  and  adequacy  with  respect  to  the  state 
education  finance  system,  other  courts  are  "playing  a  less  active  role  and  deferring  to  the 
legislature  to  improve  or  redesign  the  funding  formula." 

One  of  the  most  prominent  trends  that  has  occurred  over  the  past  decade  is  a  shift 
in  the  litigation  of  education  finance  cases  away  from  the  issue  of  equity  and  toward  the 
issue  of  adequacy.    ;  This  concern  for  adequacy  is  particularly  directed  toward  school 
districts  with  high  percentages  of  lower  income  students.233  This  trend  toward  the 
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litigation  of  educational  adequacy  has  been  strengthened  in  the  past  two  decades  by  the 

establishing  of  "explicit  educational  standards"  by  many  state  governments.234 
The  recent  attention  to  the  issue  of  adequacy  has  focused  heavily  on  the 
provisions  of  state  constitutions  for  education,  many  of  which  contain  guarantees  for  a 
"thorough  and  efficient"  education.  Understandably,  such  provisions  often  prove  difficult 
to  interpret.  Measures  of  a  thorough  and  efficient  education  focus  more  on  "the  provision 
of  those  programs,  services,  and  facilities  that  are  needed  to  meet  the  State's  Core 
Curriculum  Content  Standards — most  likely  a  level  of  education  currently  afforded  in  the 

lie 

state's  wealthiest  districts."      This  shift  constitutes  an  acknowledgement  by  the  courts 
that  students  living  in  less  wealthy  areas  should  receive  additional  support  in  order  to  be 
able  to  compete  with  their  more  economically  advantaged  peers.236 

The  economic  and  political  context  of  the  State  of  Florida  in  particular  presents 
numerous  challenges  and  opportunities  in  the  area  of  education  finance.  The 
demographics  in  Florida  suggest  that  Florida  will  continue  to  experience  enormous 
population  growth  in  the  near  future,  becoming  the  third  largest  state  in  the  nation  by  the 
year  2010.  In  addition,  Florida  is  expected  to  have  especially  high  proportions  of 
"minority  students,  limited  English-proficiency  students,  foreign-born  students,  and 
students  with  disabilities."23    The  political  context  of  Florida  is  also  changing,  as  the 
government  becomes  more  fiscally  conservative  and  policymakers  focus  more  intently 
upon  educational  issues. 

The  trend  toward  the  litigation  of  adequacy  rather  than  equity  has  also  taken  place 
in  the  State  of  Florida.  Since  all  of  the  legal  challenges  to  the  equity  of  the  Florida 
Education  Finance  Program  have  thus  far  been  unsuccessful,  it  is  expected  that  any  future 
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lawsuits  will  address  the  adequacy  of  the  formula  rather  than  its  equity.      To  some 

extent,  this  trend  has  already  been  demonstrated  in  the  recent  cases  of  Coalition  for 

Adequacy  and  Fairness  in  School  Funding  v.  Chiles      and  Honore  v.  Florida  State 

Board  of  Education.240  However,  it  should  also  be  noted  that  the  issues  of  equity  and 

adequacy  are  closely  related  in  school  finance  litigation. 

The  general  trend  in  school  finance  litigation  is  for  state  legislatures  to  shift  the 

responsibility  for  funding  education  toward  the  state  and  away  from  the  local  school 

districts.  However,  such  transformations  of  state  education  finance  systems  often  require 

a  "dramatic  restructuring,  where  financing  is  shifted  primarily  from  local  property  taxes 

to  statewide  taxes."       States  have  accomplished  such  restructuring  through  a  variety  of 

strategies,  including  restrictions  on  the  amount  of  local  property  tax  that  can  be  levied, 

imposing  a  uniform  rate  of  taxation  upon  local  school  districts,  limiting  the  amount  of 

discretionary  spending  by  wealthy  school  districts,  and  an  increased  reliance  upon 

statewide  taxes  rather  than  local  taxes.  However,  there  is  a  possibility  that  such  strategies 

have  the  unintended  effect  of  distributing  state  tax  revenue  towards  programs  other  than 

public  education.243 

Conclusion 
This  chapter  began  with  a  discussion  of  the  history  of  fiscal  support  for  public 
education  and  the  theory  of  equity  in  education  finance,  followed  by  an  overview  of  the 
issues  pertaining  to  the  measurement  of  equity.  A  summary  of  education  finance 
litigation  was  also  presented  in  this  chapter,  as  well  as  a  detailed  explanation  of  the 
Florida  Education  Finance  Program  and  the  history  of  education  finance  in  the  State  of 
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Florida.  The  next  chapter  includes  a  discussion  of  the  methodology  that  was  used  in  the 

present  study  to  measure  the  equity  of  the  Florida  Education  Finance  Program  over  the 

past  10  years. 
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CHAPTER  3 
METHODOLOGY 


Introduction 


The  objective  of  this  study  was  to  examine  the  distributional  equity  of  the  Florida 
Education  Finance  Program  between  1990-1991  and  1999-2000.  The  specific  intent  of 
the  study  was  to  focus  upon  the  degree  of  horizontal  equity  and  wealth  neutrality  of 
education  finance  among  the  67  school  districts.  The  previous  chapter  presented  a  review 
of  the  literature  that  was  pertinent  to  this  study.  In  this  chapter,  the  methodology  of  this 
study  is  explained,  including  the  research  design  and  the  specific  measures  that  were 
utilized  to  measure  the  equity  of  the  formula. 

Research  Design 

The  research  questions  that  were  addressed  in  this  study  were  as  follows.  First, 
this  study  measured  the  equity  of  the  Florida  Education  Finance  Program  between  1990- 
1991  and  1999-2000  in  terms  of  horizontal  equity  among  school  districts.  Second,  the 
equality  of  opportunity,  or  wealth  neutrality,  was  evaluated  by  measuring  the  relationship 
between  funding  per  student  and  property  wealth  per  student.  This  relationship  was 
further  examined  to  determine  whether  it  was  characterized  by  linearity  or  whether  the 
relationship  quadratic  or  cubic  in  nature.1  Finally,  this  study  was  concerned  with  the 
ways  in  which  the  equity  of  the  FEFP  has  changed  between  1990-1991  and  1999-2000, 
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and  which  policies  or  adjustments  to  the  funding  formula  might  have  influenced  those 
changes. 

The  horizontal  equity  of  the  FEFP  was  examined  through  the  use  of  the  measures 
of  univariate  dispersion,  described  in  the  following  section,  which  were  used  to  compare 
the  amount  of  funding  per  student  among  the  school  districts.  The  wealth  neutrality  of 
the  formula  was  evaluated  using  regression  analysis,  with  property  wealth  per  student  as 
the  independent  variable  and  funding  per  student  as  the  dependent  variable.  This 
relationship  is  expressed  by  the  following  statistical  equation: 

Yi  =  oc+pXi  +  £i 
In  this  equation,  Y  represents  the  dependent  (or  outcome)  variable,  a  represents  the 
intercept  term,  p  represents  the  slope  of  the  predicted  line  (also  referred  to  as  the 
regression  coefficient),  and  e  represents  the  error  term.  The  regression  analysis  was  also 
used  to  evaluate  the  quadratic  and  cubic  regression  models.  These  models  are  expressed 
by  the  following  statistical  equations: 

(quadratic)  Y  =  a  +  piXi  +  p2Xj2  +  E| 
(cubic)  Yj  =  a  +  p,Xi  +  p2Xi2  +  p3Xj3  +  e, 
Analysis  of  the  statistical  significance  of  each  regression  coefficient  was  employed  to 
determine  which  of  these  regression  models  accurately  depicted  the  relationship  between 
wealth  per  student  and  funding  per  student. 

For  the  purposes  of  this  study,  funding  per  student  is  defined  as  the  combined 
amount  of  state  and  local  funding  for  each  school  district  divided  by  the  number  of 
weighted  full-time  equivalent  students  in  the  district,  as  calculated  using  the  pupil  unit  of 
analysis.  The  amount  of  total  state  and  local  funding,  as  reported  by  the  Florida  Senate 
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Appropriations  Committee,  includes  the  funds  provided  by  the  state  formula,  state 
categorical  funds,  local  required  taxes,  and  discretionary  local  dollars.2  The  wealth 
neutrality  of  the  formula  was  measured  by  calculating  the  correlation  between  funding  per 
student  and  wealth  per  student  for  each  year  and  by  examining  the  slope  and  elasticity  of 
the  relationship.  The  amount  of  wealth  per  student  was  calculated  by  dividing  the  total 
property  tax  valuations  for  each  district  by  the  number  of  weighted  full-time  equivalent 
students.  The  amount  of  property  wealth  per  district  consisted  of  the  total  school  taxable 
value  for  each  district,  which  is  reported  annually  by  the  Florida  Department  of  Revenue. 

The  data  for  this  study  were  obtained  from  several  sources  published  by  the 
Florida  Legislature  and  the  Florida  Department  of  Revenue.  The  data  for  expenditures 
per  student  from  each  district  and  for  each  year  were  taken  from  the  ten-year  report  of  the 
Florida  Senate  Appropriations  Committee,  A  Statistical  Review  of  Education  in  Florida. 
The  data  for  property  wealth  were  taken  from  yearly  reports  from  the  Florida  Department 
of  Revenue.4    These  figures  were  then  divided  by  the  number  of  weighted  full-time 
equivalent  students  in  each  district  in  order  to  yield  the  property  wealth  per  student. 

Several  statistical  measures  were  utilized  in  the  analysis  of  these  data.  The 
measures  that  were  used  can  be  divided  into  two  categories:  measures  of  univariate 
dispersion  and  measures  of  regression  or  relationship.  The  following  sections  of  this 
chapter  define  and  describe  each  measure  in  detail. 

Measures  of  Horizontal  Equity 
The  measures  of  univariate  dispersion  that  were  utilized  in  this  study  addressed  the 
question  of  horizontal  equity  among  the  67  school  districts.  The  most  common  measures 
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of  univariate  dispersion  include  the  mean,  median,  range,  restricted  range,  federal  range 
ratio,  variance,  standard  deviation,  coefficient  of  variation,  relative  mean  deviation, 
McLoone  index,  Gini  coefficient,  and  the  standard  deviation  of  logarithms.5  Each  of 
these  measures  is  defined  and  explained  in  this  section. 

Mean 

The  mean  is  a  measure  of  central  tendency  and,  within  the  context  of  education 
finance,  it  represents  the  average  amount  of  funding  per  pupil  among  all  districts  for  a 
given  year.  A  calculation  of  the  mean  is  helpful  as  a  preliminary  step  in  identifying 
funding  inequities,  especially  in  terms  of  those  school  districts  whose  funding  per  student 
widely  differs  from  the  mean.6  However,  the  mean  is  primarily  a  descriptive  statistic  and 
does  not  by  itself  provide  any  substantial  information  about  the  level  of  equity  of  a 
distribution.    Furthermore,  the  mean  is  especially  sensitive  to  extreme  values  and 
outliers,  which  means  that  the  results  might  be  skewed  for  distributions  that  are  not 
normal  in  shape.  Thus,  the  mean  is  not  as  useful  as  other  statistical  measures,  although  it 
does  lay  the  foundation  for  other  measures  of  equity  that  are  more  complex. 

Median 

Although  the  median  is  not  by  itself  a  measure  of  horizontal  equity,  the  median  is 
explained  here  because  it  is  a  component  of  the  McLoone  Index,  which  is  explained  later 
in  this  chapter.  The  median  is  also  a  measure  of  central  tendency  that  can  be  used  to 
compare  the  level  of  funding  across  all  districts  for  each  year.  The  median  is  less 
sensitive  to  outliers  than  the  mean,  and  it  is  also  less  influenced  by  a  skewed  distribution. 
Thus,  the  median  can  sometimes  be  more  appropriate  than  the  mean  when  analyzing  a 
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distribution  with  extreme  values.  The  median  consists  of  the  middle  value,  or  the 

Q 

midpoint,  of  the  distribution  when  the  observations  are  ordered  from  lowest  to  highest. 

Range 

The  range  consists  of  taking  the  arithmetic  difference  between  the  highest  and 
lowest  values  in  the  formula  distribution.9  Although  the  range  is  a  very  simple 
calculation,  it  does  provide  a  basic  indication  of  the  degree  of  variation  within  the 
distribution.  Thus,  a  smaller  range  implies  a  more  equitable  distribution,  while  a  larger 
range  indicates  a  less  equitable  distribution.  However,  because  the  range  is  only  based 
upon  two  observations  in  the  whole  distribution,  its  ability  to  identify  funding  inequity  is 
limited.10    Still,  it  is  reasonable  to  conclude  that  horizontal  equity  is  inversely  related  to 
the  size  of  the  range.  In  other  words,  the  level  of  equity  decreases  as  the  range  increases. 
Another  consideration  is  that  the  range  does  not  detect  other  characteristics  of  variability, 
such  as  differences  in  the  amount  of  variation  about  the  center  of  the  distribution.1 

Restricted  Range 

The  restricted  range  is  very  similar  to  the  range;  however,  instead  of  calculating 
the  difference  between  the  highest  and  lowest  observations,  the  restricted  range  is 
concerned  instead  with  the  difference  between  the  observations  at  the  95th  and  5th 

1  ") 

percentiles  of  the  distribution.      This  stipulation  makes  the  restricted  range  less  sensitive 
than  the  range  to  outliers  at  either  end  of  the  distribution  by  examining  only  the  middle 
90%  of  observations.  However,  the  restricted  range  still  provides  only  a  limited  amount 
of  information  about  the  entire  distribution.13 
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Federal  Range  Ratio 

The  federal  range  ratio  consists  of  the  restricted  range  divided  by  the  amount  of 
funding  per-pupil  at  the  5th  percentile  of  the  distribution. I4    In  a  perfectly  equitable 
distribution,  the  federal  range  ratio  would  equal  zero,  because  the  restricted  range  would 
be  equal  to  zero.  Thus,  a  smaller  federal  range  ratio  indicates  a  more  equitable 
distribution.  The  federal  government  uses  this  statistic  in  order  to  "determine  eligibility 
for  states  to  take  into  consideration  federal  impact  aid  payments  to  local  school 
districts."15  The  federal  range  ratio  is  most  often  used  as  "an  alternative  expression  of 
relative  equity  achievement."16 

Variance 

The  variance  is  defined  as  the  average  of  the  squared  deviations  from  the  mean  for 
each  value  within  the  distribution.17  The  deviation  consists  of  the  difference  between 
each  observation  and  the  mean  of  the  distribution.  Although  the  variance  can  be  difficult 
to  interpret  because  the  units  of  measurement  are  squared,  the  size  of  the  variance  does 
provide  some  indication  of  the  degree  of  equity.  A  smaller  variance  calculation  reveals  a 
more  equitable  distribution,  because  there  is  less  variance  within  the  distribution.  In 
terms  of  education  finance,  the  variance  is  calculated  with  the  formula 

where  Z  is  the  sum  of  pupils  in  all  districts,  Pi  is  the  number  of  students  in  district  i,  Xp  is 
the  mean  of  some  tested  variable  for  all  pupils,  and  X,  is  the  same  variable  as  measured  in 

IO 

district  i.     However,  it  is  important  to  note  that  the  variance  is  sensitive  to  equal 
percentage  changes  and  thus  may  be  distorted  by  inflation  in  longitudinal  studies.19 
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Standard  Deviation 

The  standard  deviation  is  calculated  by  taking  the  square  root  of  the  variance  of 
the  distribution.  The  standard  deviation  is  always  positive;  it  can  only  equal  zero  when 
all  of  the  observations  in  the  distribution  are  identical.20  Like  the  variance,  the  standard 
deviation  also  decreases  as  the  distribution  becomes  more  equitable.  However,  it  is 

9  I 

important  to  note  that  the  standard  deviation  assumes  that  the  distribution  is  normal. 
An  advantage  of  the  standard  deviation  is  that  it  incorporates  all  data  points  in  the 
distribution  and  measures  the  deviance  from  the  mean.  This  makes  the  standard  deviation 
a  relatively  stable  measure,  although  it  is  not  as  useful  in  making  comparisons  among 
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states  because  it  is  influenced  by  the  scale  of  the  distribution. 

Coefficient  of  Variation 

The  coefficient  of  variation  is  calculated  by  dividing  the  standard  deviation  by  the 
mean  value  of  the  distribution.  This  value  typically  falls  between  zero  and  one,  with 
smaller  values  indicating  a  greater  degree  of  equity.23  Thus,  as  the  coefficient  of  variation 
increases,  the  level  of  equity  decreases.  The  coefficient  of  variation  is  a  measure  of 
variability  that  incorporates  the  entire  distribution  of  per-pupil  inputs.24  An  advantage  of 
the  coefficient  of  variation  is  that  it  converts  the  standard  deviation  into  a  value  that  is 
comparable  across  distributions.25  Thus,  the  coefficient  of  variation  is  more  useful  and 
appropriate  than  the  standard  deviation  in  making  comparisons  across  state  education 
finance  systems. 


82 

Relative  Mean  Deviation 

The  relative  mean  deviation  calculates  the  distance  of  each  point  in  the 
distribution  from  the  mean  and  expresses  the  sum  of  these  distances  as  a  proportion  of  the 
whole  distribution.  When  measuring  the  equity  of  an  education  finance  system,  this  is 
done  by  taking  the  sum  of  the  absolute  values  of  the  differences  of  each  data  point  -  the 
average  amount  of  per-pupil  funding  for  each  district  -  from  the  mean  and  then  dividing 
that  sum  by  the  total  amount  of  funding  received  by  all  school  districts.26 

McLoone  Index 

The  McLoone  Index  was  designed  specifically  for  education  finance  in  order 
measure  the  degree  of  equity  as  it  affects  the  bottom  half  of  a  distribution.  Expressed 
mathematically,  the  McLoone  index  is  the  "ratio  of  the  sum  of  expenditures  per  district 
for  all  districts  below  the  median  to  the  sum  of  all  expenditures  that  would  be  required  if 
all  districts  below  the  median  were  brought  up  to  the  median  expenditure  level."     The 
formula  used  to  calculate  the  McLoone  index  is  expressed  by  the  formula 

TPiXi  I  MpLPi 
where  P-,  represents  the  number  of  pupils  in  district  /',  Xt  represents  the  average  amount  of 
funding  per  pupil  in  district  i,  and  Mp  represents  the  median  value  of  funding  per  pupil 
among  all  school  districts.  The  value  of  this  index  usually  falls  between  zero  and  one, 
with  larger  values  indicating  the  most  equitable  distributions.  In  this  way,  the  McLoone 
Index  is  unlike  other  measures  of  horizontal  equity,  since  the  other  measures  all  decrease 
in  value  as  the  level  of  equity  increases.28 
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Gini  Coefficient 

The  Gini  coefficient  is  often  used  in  economics  in  order  to  measure  the  degree  of 
inequality  of  income  distribution.  However,  the  Gini  coefficient  can  also  be  applied  to 
education  finance  as  a  measure  of  the  equity  of  a  distribution.  This  measure  is  based 
upon  the  Lorenz  curve,  which  graphs  "the  percentage  of  total  objects  received  by 
increasing  percentages  of  pupils  calculated  when  pupils  are  placed  in  ascending  order  of 
per-pupil  objects."     The  Gini  coefficient  itself  measures  the  area  between  the  Lorenz 
curve  and  the  45°  line.  For  a  perfectly  equitable  distribution,  the  Lorenz  curve  would 
equal  the  45°  line.  Thus,  a  perfectly  equitable  distribution  would  yield  a  Gini  coefficient 
of  zero,  while  a  perfectly  inequitable  distribution  would  yield  a  Gini  coefficient  of  one. 
As  applied  to  education  finance,  the  Gini  coefficient  is  calculated  using  the  formula 

(ZPiPjlXi-XjUl&CLPifXp] 
where  P,  represents  the  number  of  pupils  in  district  i,  P,  represents  the  number  of  pupils  in 
district  j, Xt represents  the  average  funding  per  pupil  in  district  /,  ^represents  the  average 
funding  per  pupil  in  district  j,  and  Xp  represents  the  median  revenues  per  pupil  for  all 
pupils.  Although  the  Gini  coefficient  can  be  helpful  in  assessing  a  state  system  of 
education  finance,  it  is  more  difficult  to  explain,  and  it  is  also  problematic  in  terms  of 
making  comparisons  between  states  because  education  funding  distributions  vary  so 
widely  across  the  states.30 

Standard  Deviation  of  Logarithms 

The  standard  deviation  of  logarithms  is  the  square  root  of  the  variance  of  the 
natural  logarithm  of  funding  per  student.31  This  measure  is  similar  to  the  coefficient  of 
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variation  and  the  Gini  coefficient  in  that  it  includes  all  pupils  but  is  insensitive  to  equal 
percentage  increases.32  Thus,  it  is  appropriate  for  longitudinal  studies.  The  standard 
deviation  of  logarithms  is  calculated  using  the  formula 

(ZP;(Z-logJC)2)/(IP,)l/2 
where  P,  represents  the  number  of  pupils  in  district  i,  Xt  represents  the  average  funding 

per  student  in  district  /,  and  Z  is  calculated  by  the  formula  ZP/(loggAV  /  (LPi).  Like  these 
other  two  measures,  a  smaller  value  of  the  standard  deviation  of  logarithms  indicates  a 
greater  degree  of  fiscal  equity.  However,  it  is  interesting  to  note  that  the  standard 
deviation  of  logarithms  "places  more  weight  at  the  low  end  of  the  distribution  due  to  the 
logarithmic  transformation." 

Measures  of  Wealth  Neutrality 
The  preceding  sections  described  each  of  the  measures  of  univariate  dispersion 
that  were  used  in  this  study.  While  these  measures  addressed  the  horizontal  equity  of  the 
formula,  the  correlation  and  regression  measures  addressed  the  question  of  wealth 
neutrality  and  included  the  correlation,  slope,  and  elasticity.34  These  regression  measures 
were  calculated  for  the  linear,  quadratic,  and  cubic  regression  models  for  each  year  that 
was  examined  in  this  study,  and  hypothesis  testing  was  utilized  in  order  to  determine  the 
exact  nature  of  the  relationship  between  funding  per  student  and  wealth  per  student. 

Correlation 

The  simple  correlation  is  a  measure  of  relationship  that  describes  the  "degree  to 
which  two  variables  are  associated  with  each  other,"  and  in  this  case  the  two  variables  are 
the  amount  of  funding  per  student  and  the  amount  of  wealth  per  student.35  The 
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correlation  is  defined  as  a  standardized  version  of  the  slope,  which  is  described  in  the 
following  section.36  In  studies  of  education  finance,  these  variables  often  consist  of 
expenditures  per  pupil  and  property  wealth  per  pupil.  In  education  finance,  the  presence 
of  a  relationship  between  expenditures  per  student  and  property  wealth  per  student  is 
viewed  as  a  sign  of  inequity.  Thus,  a  smaller  correlation  generally  reveals  a  more 
equitable  distribution.  The  correlation  ranges  from  negative  one,  which  would  indicate  a 
perfectly  negative  linear  relationship,  to  positive  one,  which  would  indicate  a  perfectly 
positive  linear  relationship.37  While  the  correlation  does  have  the  capacity  to  indicate  the 
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strength  of  an  association  between  two  variables,  it  lacks  the  ability  to  show  causality. 
In  other  words,  although  two  variables  may  be  associated  with  each  other,  that  does  not 
necessarily  imply  that  changes  in  the  dependent  variable  are  actually  caused  by  changes  in 
the  independent  variable. 

Slope 

The  slope  is  a  measure  of  relationship  that  indicates  the  size  of  change  in  the 
dependent  variable  relative  to  one  unit  of  change  in  the  independent  variable.  In  the  case 
of  a  linear  relationship,  the  slope  equals  the  amount  of  change  in  the  dependent  variable 
for  an  increase  of  one  unit  in  the  independent  variable.39  Thus,  the  slope  represents  the 
strength  of  the  relationship  between  two  variables  of  interest.  When  measuring  wealth 
neutrality  in  education  finance,  a  slope  of  zero  indicates  an  equitable  distribution.40  In 
this  way,  the  slope  measures  the  magnitude  of  the  relationship  rather  than  its  strength;  a 
greater  slope  indicates  a  greater  magnitude  of  relationship.  In  the  case  of  education 
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finance,  the  level  of  fiscal  neutrality  of  a  distribution  decreases  as  the  slope  of  the 
relationship  increases.41 


Elasticity 

The  elasticity  is  like  the  slope  in  that  it  measures  the  magnitude  of  a  relationship 
rather  than  its  strength  of  association.  However,  the  elasticity  differs  from  the  slope  in 
that  it  measures  change  in  terms  of  percentages  and  not  in  terms  of  absolute  values.  The 
elasticity  is  also  negatively  associated  with  fiscal  neutrality;  thus,  as  the  elasticity 
increases,  the  degree  of  fiscal  neutrality  decreases.  An  advantage  of  using  the  elasticity  is 
that  it  facilitates  interstate  and  longitudinal  comparisons  of  distributions  because  it  is 
based  upon  percentage  changes.     The  elasticity  is  a  more  appropriate  measure  for 
education  finance  studies  in  some  cases,  particularly  since  property  value  is  taken  as  the 
independent  variable.  This  is  because  the  elasticity  is  not  affected  by  equal  proportional 
changes  such  as  those  caused  by  inflation,  while  the  slope  is  sensitive  to  such  changes. 
Thus,  the  elasticity  is  the  most  appropriate  measure,  especially  in  longitudinal  studies 
where  inflation  is  likely  to  affect  the  data.43 

Evaluation  of  Regression  Models 

The  aforementioned  regression  analysis  also  calculated  t-statistics  for  each  year 
and  for  all  three  regression  models  (linear,  quadratic,  and  cubic).  The  t-statistics  were 
calculated  in  order  to  determine  which  regression  model  most  accurately  described  the 
relationship  between  funding  per  student  and  property  wealth  per  student.  The  .05  level 
of  significance  was  utilized  in  these  tests  in  determining  which  model  was  statistically 
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significant.  In  addition,  probability  values  were  reported  for  the  t-statistics  as  a  further 
indication  of  the  relative  significance  of  each  model  in  each  year. 

Conclusion 
This  chapter  detailed  the  methods  and  analyses  that  were  utilized  in  this  study. 
The  methodology  of  this  education  finance  study  therefore  included  the  application  of 
statistical  measures  of  univariate  dispersion  in  order  to  assess  the  horizontal  equity  of  the 
formula.  In  addition,  this  study  also  employed  measures  of  correlation  and  regression  in 
order  to  evaluate  the  wealth  neutrality  of  the  Florida  Education  Finance  Program.  The 
results  of  the  data  analysis  are  presented  in  the  following  chapter. 
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CHAPTER  4 
RESULTS 


Introduction 
The  present  study  addressed  the  horizontal  equity  and  wealth  neutrality  of  the 
Florida  Education  Finance  Program  between  the  years  of  1990-1991  and  1999-2000.  In 
addition,  this  study  examined  the  nature  of  the  relationship  between  funding  per  student 
and  wealth  per  student  to  determine  whether  it  was  linear,  quadratic,  or  cubic.  Finally, 
this  study  identified  several  policy  changes  and  adjustments  to  the  Florida  Education 
Finance  Program  that  may  have  been  associated  with  the  observed  changes  in  equity. 
The  previous  chapter  included  a  discussion  of  the  methods  that  were  utilized  to  measure 
the  equity  of  the  formula.  This  chapter  presents  the  results  of  the  analysis  beginning  with 
the  measures  of  horizontal  equity  and  continuing  with  the  measures  of  wealth  neutrality. 

Measures  of  Horizontal  Equity 
The  horizontal  equity  of  the  Florida  Education  Finance  Program  (FEFP)  was 
measured  by  comparing  the  levels  of  state  and  local  funding  among  the  67  school 
districts  over  a  period  of  10  years.  The  purpose  of  this  analysis  was  to  determine  whether 
pupils  who  were  equal  in  their  circumstances  were  receiving  equal  treatment  by  the  state 
as  measured  by  the  amount  of  funding  per  pupil.  The  analysis  of  horizontal  equity 
utilized  a  number  of  measures  of  univariate  dispersion  that  were  defined  in  the  previous 
chapter.  These  measures  included  the  mean,  median,  range,  restricted  range,  federal 
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range  ratio,  variance,  standard  deviation,  coefficient  of  variation,  relative  mean  deviation, 
McLoone  index,  Gini  coefficient,  and  standard  deviation  of  logarithms.  The  following 
sections  describe  the  results  of  the  analysis  for  each  measure  of  horizontal  equity,  and  the 
results  for  each  measure  are  presented  at  the  end  of  this  chapter  in  Table  1 . 

Mean 

The  mean  (or  arithmetic  average)  amount  of  state  and  local  funding  per  weighted 
full-time  equivalent  (WFTE)  student  increased  from  $3,193.81  in  1990-1991  to 
$3,915.38  in  1999-2000.  Thus,  the  mean  increased  by  $721.58  over  the  ten-year  period, 
which  represented  an  increase  of  22.6%  from  1990-1991.  The  mean  amount  of  funding 
per  WFTE  actually  decreased  to  $3,097.13  from  1990-1991  to  1991-1992,  and  although 
the  mean  amount  of  funding  in  1992-1993  ($3,108.64)  was  higher  than  it  was  in  the 
previous  year,  this  figure  was  still  lower  than  the  1 990- 1 99 1  average  for  all  67  school 
districts.1  However,  the  mean  did  increase  consistently  for  each  subsequent  year  after 
1992-1993.  While  the  mean  in  itself  does  not  serve  as  an  indicator  of  equity,  it  does 
provide  a  meaningful  context  for  a  discussion  of  changes  in  equity  during  these  years. 

Median 

The  median  value  of  the  distribution  is  a  useful  measure  of  central  tendency  in 
that  it  reduces  the  effect  of  outliers.  In  this  study,  the  median  value  was  slightly  lower 
than  the  mean  for  each  of  the  years,  thus  suggesting  that  the  distribution  is  slightly 
skewed.  However,  the  median  closely  followed  the  same  general  trend  that  was  observed 
in  the  mean  values  from  year  to  year.  Overall,  the  median  amount  of  funding  per  student 
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increased  by  $698  between  1990-1991  and  1999-2000.  Figure  1  illustrates  the  mean  and 
median  values  for  each  year  of  this  study. 
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Figure  1 :  Mean  and  Median  Expenditures  per  Pupil 


Range 


The  range,  which  consists  of  the  arithmetic  difference  between  the  highest  and 
lowest  points  in  the  distribution,  did  not  follow  a  consistent  trend  during  the  10  years  that 
were  the  focus  of  this  study.  A  smaller  range  is  interpreted  as  a  sign  of  greater  equity, 
indicating  a  minimal  difference  between  the  funding  received  by  districts  at  the  top  and 
bottom  of  the  distribution.  The  range  increased  each  year  between  1990-1991  and  1994- 
1995,  from  $659  to  $771,  suggesting  a  decrease  in  horizontal  equity  over  those  years. 
However,  the  range  decreased  each  year  between  1994-1995  and  1997-1998,  from  $771 
to  $623,  suggesting  a  trend  toward  greater  horizontal  equity  during  that  time.  This  trend 
apparently  reversed  itself  in  1998-1999,  when  the  range  increased  to  $677;  and  in  1999- 
2000,  the  range  increased  even  more  dramatically  to  $1,048.  The  range  of  the  FEFP  was 
greater  in  1999-2000  than  it  was  in  1990-1991,  suggesting  that  the  FEFP  may  have 
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become  less  horizontally  equitable  during  this  time.  However,  the  range  by  itself  does 
not  present  a  completely  accurate  measure  of  the  equity  of  a  distribution.  For  this  reason, 
other  measures  of  horizontal  equity  were  utilized  in  this  study. 
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Figure  2:  Range  and  Restricted  Range  of  Expenditures  per  Pupil 
Restricted  Range 

As  stated  in  the  previous  chapter,  the  restricted  range  consists  of  the  arithmetic 
difference  between  the  observations  at  the  95th  and  5th  percentiles  of  the  distribution. 
This  measure  is  useful  in  that  it  eliminates  any  extreme  values  in  the  distribution. 
Although  the  restricted  range  was  predictably  much  smaller  than  the  range  in  this  study, 
the  restricted  range  also  exhibited  some  fluctuations  during  the  years  that  were  studied. 
Overall,  the  restricted  range  for  the  FEFP  decreased  from  $391  in  1990-1991  to  $363  in 
1 999-2000.  However,  the  restricted  range  fluctuated  somewhat  over  the  course  of  this 
time  period.  The  restricted  range  reached  its  highest  value  in  1994-1995,  when  the 


difference  between  the  95th  and  5th  percentiles  of  the  distribution  was  $419.  The  lowest 
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value  of  the  restricted  range  was  observed  in  1997-1998,  when  the  difference  was  only 
$299.  It  is  perhaps  interesting  to  note  that  while  the  simple  range  increased  over  the  ten- 
year  period,  the  restricted  range  decreased  slightly  during  the  same  time  period.  In  this 
sense,  these  two  measures  seem  to  contradict  one  another.  Figure  2  illustrates  the  trends 
that  were  observed  in  the  range  and  restricted  range. 

Federal  Range  Ratio 

The  federal  range  ratio  is  calculated  by  dividing  the  restricted  range  by  the 
amount  of  funding  per  student  at  the  5th  percentile  of  the  distribution.  A  federal  range 
ratio  that  is  close  to  zero  indicates  an  equitable  distribution.  In  the  present  study,  the 
federal  range  ratio  decreased  from  0.13  in  1990-1991  to  0.10  in  1999-2000.  This  means 
that  the  school  district  at  the  95th  percentile  of  the  distribution  received  only  13%  more 
funding  than  the  school  district  at  the  5th  percentile  in  1990-1991  and  only  10%  more  in 
1999-2000.  Although  the  federal  range  ratio  decreased  relatively  consistently  during  the 
10  years  of  the  study,  it  did  increase  slightly  in  several  years.  The  standards  set  by  the 
U.S.  government  suggest  that  any  value  less  than  0.25  for  the  federal  range  ratio  implies 
that  the  distribution  is  equitable.2  Thus,  the  values  calculated  for  the  federal  range  ratio 
in  this  study  indicate  that  the  FEFP  indeed  provides  an  equitable  distribution. 

Variance 

The  variance  is  a  measure  of  the  degree  to  which  the  data  are  dispersed  about  the 
mean.  In  education  finance,  a  higher  variance  indicates  a  greater  degree  of  inequity 
because  there  is  greater  variation  between  the  wealthiest  and  the  poorest  school  districts. 
Between  1990-1991  and  1999-2000,  the  variance  ranged  from  a  low  of  9004  in  1992- 
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1993  and  a  high  of  17285  in  1995-1996.  Although  the  variance  has  decreased  somewhat 

consistently  since  1995-1996,  it  did  increase  again  in  1999-2000  to  a  value  of  14152. 

Thus,  the  variance  does  not  indicate  a  clear  trend  in  the  equity  of  the  FEFP  within  this 

specific  time  period.  Because  the  variance  is  not  expressed  in  the  same  unit  as  the 

original  data,  it  is  somewhat  difficult  to  interpret.  For  this  reason,  the  standard  deviation 

was  also  reported,  as  explained  in  the  following  section. 

Standard  Deviation 

The  standard  deviation  is  calculated  by  taking  the  square  root  of  the  variance; 
thus,  like  the  variance,  the  standard  deviation  is  also  a  measure  of  the  dispersement  of  the 
data.  However,  the  standard  deviation  is  more  easily  interpreted  than  the  variance 
because  the  standard  deviation  is  reported  in  the  same  units  as  the  original  data.  In  the 
present  study,  the  standard  deviation  ranged  between  $116  and  $161,  with  its  lowest 
value  occurring  in  1997-1998  and  its  highest  value  in  1999-2000.  The  value  for  the 
standard  deviation  was  also  high  in  1995-1996  ($137)  and  1994-1995  ($132).  Over  the 
ten-year  period  that  was  the  focus  of  this  study,  the  standard  deviation  showed  a  net 
increase  of  $36,  although  there  was  no  consistent  trend  that  was  observed  during  this  time 
period.  The  standard  deviation  therefore  suggests  that  there  was  less  horizontal  equity  in 
the  fiscal  years  of  1999-2000,  1995-1996,  and  1994-1995.  However,  it  is  important  to 
remember  that  the  standard  deviation  is  based  upon  an  assumption  that  the  distribution  is 
normal,  while  this  distribution  is  not  quite  normal  in  shape.  Figure  3  depicts  the  standard 
deviation  for  each  year  since  this  measure  of  variation  is  more  easily  interpreted  than  the 
variance  itself. 
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Figure  3:  Standard  Deviation  of  Expenditures  per  Pupil 
Coefficient  of  Variation 

Calculation  of  the  coefficient  of  variation  consists  of  dividing  the  standard 
deviation  by  the  mean  value  of  the  distribution.  This  measure  remained  fairly  consistent 
over  the  ten-year  period,  ranging  between  0.0287  and  0.0383.  The  net  change  between 
1990-1991  and  1999-2000  was  -0.0019,  which  suggests  a  small  net  increase  in  equity. 
However,  it  should  be  noted  that  this  measure  fluctuated  in  both  directions  during  these 
years.  The  greatest  value  of  the  coefficient  of  variation,  indicating  the  least  amount  of 
horizontal  equity,  was  observed  in  1995-1996,  and  the  lowest  value  was  observed  in 
1998-1999.  The  coefficient  of  variation  ranges  between  zero  and  one,  with  a  value  of 
zero  indicating  perfect  equity.  Therefore,  these  results  generally  indicate  a  high  degree  of 
equity  because  they  are  so  close  to  zero,  and  they  are  especially  meaningful  considering 
that  the  coefficient  of  variation  is  not  influenced  by  equal  percentage  increases  and  thus  is 
most  appropriate  for  longitudinal  studies  such  as  this  one. 
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Relative  Mean  Deviation 

The  relative  mean  deviation  is  another  measure  of  univariate  dispersion  and  is 
calculated  by  taking  the  sum  of  the  distances  of  each  point  in  the  distribution  from  the 
mean  and  dividing  that  figure  by  the  total  amount  of  funding  in  the  distribution.  The 
relative  mean  deviation  ranged  in  value  from  a  low  of  0.0240  in  1992-1993  to  a  high  of 
0.0333  in  1995-1996.  The  relative  mean  deviation  in  the  most  recent  year  was  0.025 1 . 
This  was  slightly  lower  than  it  was  in  the  first  year  of  the  study,  when  the  relative  mean 
deviation  was  0.0262,  suggesting  a  slight  increase  in  equity  over  the  ten-year  period. 
Furthermore,  the  relative  mean  deviation  was  slightly  higher  in  the  most  recent  year  than 
it  was  in  the  prior  year,  suggesting  a  recent  trend  toward  increased  equity  in  the  FEFP. 

McLoone  Index 

The  McLoone  index  measures  the  degree  of  inequity  that  is  experienced  by  the 
school  districts  in  which  the  level  of  funding  is  below  the  median  for  the  state  funding 
distribution.  Values  of  the  McLoone  index  that  approach  1 .0  indicate  a  high  degree  of 
equity  for  the  districts  below  the  median.  According  to  this  standard,  the  FEFP  exhibited 
high  levels  of  equity  as  measured  by  the  McLoone  index,  with  values  ranging  between 
0.97  and  0.99  for  each  year  that  was  examined  in  this  study.  Furthermore,  the  McLoone 
index  was  greater  in  1999-2000  than  it  was  in  1990-91,  again  suggesting  that  the  equity 
of  the  FEFP  has  increased  during  these  10  years.  Figure  4  illustrates  the  results  of  the 
McLoone  Index  across  the  ten- year  period. 
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Figure  4:  McLoone  Index 
Gini  Coefficient 

The  Gini  coefficient  is  another  measure  of  equity  that  can  be  applied  to  education 
funding  formulas.  The  Gini  coefficient  ranges  between  zero  and  one,  with  a  value  of 
zero  indicating  perfect  equity  and  a  value  of  one  indicating  perfect  inequity.  In  this 
analysis,  the  value  of  the  Gini  coefficient  ranged  from  0.0161  to  0.0217,  with  a  generally 
decreasing  trend  over  time.  These  values  are  extremely  low  and  very  close  to  zero, 
which  implies  that  the  FEFP  was  characterized  by  a  high  degree  of  equity  during  the 
years  that  were  included  in  this  study.  The  highest  value  of  the  Gini  coefficient  was 
observed  in  1995-1996,  and  the  lowest  value  was  observed  in  1998-1999.  Over  the  ten- 
year  period,  the  Gini  coefficient  decreased  very  slightly  from  0.0173  to  0.0166, 
suggesting  that  the  formula  has  remained  very  equitable  over  time.  Figure  5 
demonstrates  the  trend  that  was  displayed  by  the  Gini  coefficient. 
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Figure  5:  Gini  Coefficient 
Standard  Deviation  of  Logarithms 

The  standard  deviation  of  logarithms,  another  measure  of  horizontal  equity,  also 
ranges  between  zero  and  one,  with  a  value  of  zero  being  the  most  equitable.  The  standard 
deviation  of  logarithms  remained  fairly  constant  between  1990-1991  and  1999-2000, 
ranging  between  0.0285  and  0.0381.  There  was  a  net  change  of -0.0019,  indicating  a 
slight  increase  in  equity  over  the  ten-year  period.  The  highest  value  of  the  standard 
deviation  of  logarithms  was  observed  in  1995-1996,  and  the  lowest  value  occurred  in 
1998-1999.  The  relatively  low  values  of  the  standard  deviation  of  logarithms  suggest  that 
the  FEFP  provided  an  equitable  distribution  of  funds  among  Florida  school  districts 
during  the  years  that  were  the  focus  of  the  study  and  that  there  was  a  trend  towards 
greater  equity  over  this  time  period. 

Measures  of  Wealth  Neutrality 
The  wealth  neutrality  of  the  Florida  Education  Finance  Program  was  defined  in 
terms  of  the  relationship  between  the  amount  of  funding  per  student  and  the  amount  of 
property  wealth  per  student  for  each  school  district.  The  measures  that  were  utilized  in 
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the  analysis  of  this  relationship  consisted  of  the  correlation,  slope,  and  elasticity.  These 

measures  were  used  for  each  of  three  regression  models  in  order  to  facilitate  a 

determination  of  whether  the  relationship  in  question  was  linear,  quadratic,  or  cubic  in 

nature.  Furthermore,  a  statistical  test  was  performed  on  these  measures  in  order  to 

ascertain  which  model  was  statistically  significant.  The  results  of  this  analysis  are 

discussed  in  the  following  sections  and  are  presented  in  Table  2. 

Correlation 

The  simple  linear  correlation  of  the  relationship  between  property  wealth  per 
pupil  and  funding  per  pupil  among  the  67  school  districts  varied  considerably  during  the 
ten-year  period  that  was  the  focus  of  this  study.  Between  1990-1991  and  1998-1999,  the 
simple  correlation  stayed  within  the  range  of  0.64  and  0.75,  although  it  decreased 
substantially  to  0.46  in  1999-2000.  The  net  change  over  the  ten-year  period  was  -0.21, 
suggesting  that  the  relationship  between  property  wealth  per  student  and  funding  per 
student  decreased  over  time.  The  value  of  R2,  which  indicates  the  proportion  of  variance 
in  funding  per  student  that  can  be  explained  by  the  variance  in  property  wealth  per 
student,  ranged  between  0.21  and  0.57,  with  the  lowest  value  occurring  in  1999-2000  and 
the  highest  value  in  1996-1997.  These  values  suggest  that  the  FEFP  exhibited  the 
greatest  wealth  neutrality  in  1999-2000  and  the  least  in  1996-1997. 

Separate  correlations  were  calculated  when  the  quadratic  and  cubic  regression 
models  were  evaluated.  These  correlations  are  shown  in  Table  2.  The  correlations  for 
the  quadratic  models  were  all  higher  than  those  for  the  linear  models;  however,  the 
correlations  for  the  cubic  models  were  hardly  distinguishable  from  those  for  the  quadratic 
models.  The  squared  correlation,  or  proportion  of  explained  variance,  was  also  higher  for 
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the  quadratic  models,  suggesting  that  the  relationship  between  property  wealth  per 

student  and  funding  per  student  may  be  stronger  than  the  linear  model  suggests. 

However,  as  discussed  in  the  previous  chapter,  the  correlation  is  not  necessarily  the  most 

accurate  indicator  of  wealth  neutrality.  Indeed,  a  funding  formula  may  be  so 

comprehensive  that  its  design  is  intended  to  create  a  very  tight  relationship  with  a  slope 

that  approaches  zero  in  order  to  ensure  an  equitable  distribution.  The  following  section 

discusses  the  slope  as  a  measure  of  wealth  neutrality. 

Slope 

The  slope  of  the  relationship  between  funding  per  pupil  and  property  wealth  per 
pupil  provides  an  indication  of  the  magnitude  of  the  relationship.  The  slope  is  technically 
defined  as  the  amount  of  change  in  the  dependent  variable  that  is  associated  with  one  unit 
of  change  in  the  independent  variable.  In  studies  of  education  finance,  a  slope  that  is 
close  to  zero  suggests  that  there  is  hardly  any  difference  in  the  amount  of  funding  per 
student  for  school  districts  that  have  varying  levels  of  property  wealth  per  student. 

It  is  arguable  that  the  slope  is  actually  more  important  than  the  correlation  in 
measuring  the  equity  of  a  distribution,  since  a  particular  funding  formula  may  have  a 
strong  correlation  but  a  very  small  slope.  In  such  an  instance,  although  the  relationship  is 
very  tight,  the  differences  in  funding  among  districts  with  very  different  levels  of  wealth 
are  so  small  that  the  high  correlation  is  inconsequential.  The  Florida  Education  Finance 
Program  is  one  example  of  a  state  funding  formula  that  is  designed  to  be  so 
comprehensive  that  a  tight  relationship  would  be  expected,  since  so  many  variables  are 
taken  into  consideration,  even  though  the  slope  would  be  expected  to  be  very  close  to 
zero. 
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The  results  of  this  study  indicate  that  the  slope  of  the  relationship  between 

funding  per  student  and  property  wealth  per  student  is  indeed  very  close  to  zero.  The 

slope  ranged  from  0.0005  to  0.0008  for  the  linear  model,  suggesting  that  the  relationship 

between  these  two  variables  is  very  slight  in  magnitude.  Thus,  even  though  the 

correlation  between  funding  per  student  and  wealth  per  student  is  relatively  strong,  the 

amount  of  change  in  the  funding  per  student  that  is  associated  with  change  in  property 

wealth  per  student  is  almost  equal  to  zero.  These  values  of  the  slope  suggest  that  the 

FEFP  is  indeed  highly  equitable.  The  slopes  for  the  quadratic  model  are  even  smaller, 

with  the  highest  value  in  the  ten-year  period  equaling  0.000000002. 

Elasticity 

The  elasticity  is  very  similar  to  the  slope  as  a  measure  of  equity  in  education 
finance  in  that  it  also  measures  the  magnitude,  rather  than  the  strength,  of  the 
relationship.  However,  the  elasticity  is  based  upon  percentage  changes  instead  of 
absolute  value  changes;  thus,  the  elasticity  facilitates  comparisons  within  longitudinal 
studies  in  which  the  whole  distribution  might  increase  with  inflation.  In  the  present 
study,  the  elasticity  measures  also  revealed  a  high  degree  of  equity  in  the  FEFP.  The 
values  ranged  from  a  low  of  0.0286  in  1999-2000  to  a  high  of  0.0487  in  1995-1996.  As 
with  the  slope,  these  values  were  even  smaller  when  calculated  for  the  quadratic  model, 
with  the  elasticity  never  exceeding  0.0000001 .  Thus,  the  elasticity  also  suggests  a  high 
degree  of  wealth  neutrality  within  the  FEFP  distribution. 
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Evaluation  of  Quadratic  and  Cubic  Regression  Models 

In  order  to  determine  whether  the  relationship  between  funding  per  student  and 
property  wealth  per  student  was  linear,  quadratic,  or  cubic,  each  of  these  regression 
models  was  analyzed  statistically  using  a  0.05  level  of  confidence.  The  t-statistics  and 
probability  values  were  calculated  for  each  model  and  for  each  year.  The  quadratic 
model  yielded  significant  t-statistics  for  all  years  except  1995-1996  and  1999-2000, 
suggesting  that  the  relationship  between  funding  per  student  and  wealth  per  student  that 
exists  within  the  FEFP  distribution  is  most  often  quadratic  in  nature.  This  result  is  logical 
considering  the  many  adjustments  in  the  FEFP  that  provide  supplemental  assistance  to 
the  poorest  districts,  thus  creating  a  nonlinear  relationship  between  the  variables  in 
question.  However,  the  t-statistics  were  not  significant  for  the  cubic  model  in  any  of  the 
years  that  were  studied,  indicating  that  the  cubic  model  is  not  appropriate  for  this 
particular  relationship.  Therefore,  the  quadratic  model  appears  to  provide  the  most 
accurate  description  of  the  relationship  that  exists  within  the  FEFP  between  property 
wealth  per  student  and  funding  per  student. 

It  is  also  interesting  to  note  that  the  squared  correlations  for  the  quadratic  models 
were  higher  in  every  year  than  the  squared  correlations  for  the  linear  models.  In  other 
words,  the  proportion  of  explained  variance  was  greater  for  the  quadratic  models,  which 
further  suggests  that  the  relationship  between  funding  per  student  and  wealth  per  student 
is  not  a  simple  linear  relationship. 

Interpretations  of  Results 
The  use  of  multiple  measures  of  both  the  horizontal  equity  and  the  wealth 
neutrality  of  the  FEFP  was  intended  to  provide  a  broader  and  more  accurate  depiction  of 
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the  equity  of  the  funding  formula.  These  measures  must  be  evaluated  together  in  order  to 
determine  which  years  were  characterized  by  the  most  equitable  distribution  of  funds. 
The  following  paragraphs  summarize  and  interpret  the  results  of  this  analysis  in  terms  of 
the  horizontal  equity  and  the  wealth  neutrality  of  the  FEFP. 

Overall,  the  measures  of  horizontal  equity  suggest  that  the  FEFP  provides  a 
relatively  equitable  distribution  of  funds  to  students  in  each  of  the  67  school  districts. 
However,  there  are  some  years  in  which  the  distribution  appears  to  be  more  or  less 
equitable  than  in  other  years.  For  example,  the  coefficient  of  variation,  relative  mean 
deviation,  and  standard  deviation  of  logarithms  all  increased  dramatically  in  1995-1996, 
suggesting  that  some  of  the  adjustments  to  the  FEFP  in  that  year  may  have  been 
disequalizing.  Figure  6  illustrates  these  three  measures  across  the  ten-year  period. 
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Figure  6:  Three  Measures  of  Horizontal  Equity 
The  Gini  coefficient  also  peaked  in  1995-1996,  further  suggesting  that  the  FEFP 
contained  certain  adjustments  in  this  year  that  adversely  affected  the  horizontal  equity  of 
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the  formula.  The  McLoone  Index  reached  its  lowest  value  in  1995-1996,  thus 
contributing  to  the  finding  that  the  horizontal  equity  of  the  FEFP  was  lowest  in  that  year. 
In  terms  of  wealth  neutrality,  the  correlations  for  both  linear  and  quadratic  models 
appeared  to  be  the  highest  in  1997-1998  and  1998-1999.  However,  the  slopes  and 
elasticities  were  highest  in  1994-1995  and  1995-1996.  Therefore,  there  may  have  been 
changes  in  the  FEFP  calculation  before  or  after  those  years  that  influenced  the  wealth 
neutrality  of  the  formula.  However,  the  slopes  and  elasticities  were  very  close  to  zero  in 
all  years,  illustrating  that  whatever  relationship  exists  between  these  two  variables  is  very 
minute  in  scope.  Overall,  the  quadratic  regression  model  appeared  to  offer  the  most 
appropriate  depiction  of  the  relationship  between  funding  per  student  and  property  wealth 
per  student.  The  following  section  discusses  the  adjustments  to  the  FEFP  between  1990- 
1991  and  1999-2000  and  identifies  the  policy  changes  that  may  have  caused  the 
aforementioned  changes  in  the  horizontal  equity  and  wealth  neutrality  of  the  distribution. 

Changes  in  the  Florida  Education  Finance  Program:  1990-2000 

Each  year,  the  Florida  Legislature  makes  adjustments  to  the  Florida  Education 
Finance  Program  in  the  hopes  of  improving  its  equity.  This  is  done  by  adding  new 
components  to  the  formula,  adjusting  the  terms  of  existing  components,  or  removing  any 
components  that  appear  to  have  a  disequalizing  effect.  The  legislature  has  made  a 
number  of  adjustments  between  the  1990-1991  fiscal  year  and  the  1999-2000  fiscal  year, 
and  these  changes  have  each  had  an  effect  on  the  equity  of  the  FEFP,  whether  positive  or 
negative.  This  section  will  discuss  the  evolution  of  the  FEFP  during  this  time  and  will 
identify  the  policy  changes  that  seemed  to  affect  the  equity  of  the  formula. 
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The  Florida  Legislature  has  varied  its  methods  of  calculating  the  FEFP,  even  in 
terms  of  which  major  educational  programs  were  included  in  the  FEFP  calculation. 
Between  1990-1991  and  1996-1997,  the  FEFP  included  K-12  students  and  adult  students 
for  both  the  regular  and  summer  terms  of  school.  In  1997-1998  and  1998-1999,  the 
FEFP  included  only  K-12  students,  not  adult  students,  but  still  covered  both  the  regular 
and  summer  terms.  Beginning  in  1997-1998,  the  adult  education  programs  were  funded 
within  the  Division  of  Workforce  Development  instead  of  within  the  FEFP.  In  1999- 
2000,  the  FEFP  covered  only  K-12  students  in  the  regular  term  and  not  the  summer  term. 
The  legislature  instead  shifted  the  funding  for  summer  school  programs  to  a  new  Class 
Size  Reduction/  Supplemental  Instruction  categorical  program. 

The  calculation  of  the  program  cost  factors  that  were  utilized  in  the  FEFP  also 
varied  from  year  to  year,  as  presented  in  Table  3.  Some  cost  factors  have  been  eliminated 
entirely,  such  as  the  lifelong  learning  cost  factor  and  the  dropout  prevention  cost  factor. 
The  cost  factors  for  mainstreamed  students  were  also  eliminated  in  1997-1998.  The 
number  of  program  cost  factors  was  substantially  reduced  in  1996-1997  when  the 
legislature  consolidated  the  existing  cost  factors,  reducing  the  total  number  from  53  to  35. 
This  number  was  further  reduced  in  1997-1998,  when  the  program  cost  factors  for  15 
exceptional  student  education  programs  were  consolidated  into  five  levels  of  support. 
The  program  cost  factors  for  the  English  for  Speakers  of  Other  Languages  program  were 
also  consolidated  into  a  single  cost  factor  in  1 999-2000,  and  vocational  programs  for 
grades  7-12  were  similarly  compressed  into  a  single  cost  factor  in  1997-1998. 

The  Base  Student  Allocation  (BSA)  is  one  of  the  most  fundamental  components 
of  the  FEFP  calculation,  since  the  BSA  is  multiplied  by  the  number  of  weighted  full-time 
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equivalent  students.  Thus,  variations  in  the  BSA  have  a  significant  effect  on  the  formula 
distribution.  Although  the  BSA  should  theoretically  increase  each  year  because  of 
inflation,  the  BSA  actually  decreased  in  1991-1992  and  1992-1993,  and  it  did  not  surpass 
the  1990-1991  level  until  1995-1996.  Figure  7  illustrates  the  trend  in  the  BSA  between 
1990-1991  and  1999-2000  as  compared  to  the  average  amount  of  funding  per  WFTE. 
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Figure  7:  Base  Student  Allocation  and  Average  Funding  per  WFTE 
The  District  Cost  Differential  (DCD)  is  another  major  component  of  the  FEFP 
that  varies  from  year  to  year.  In  1990-1991,  the  legislature  calculated  the  DCD  using  a 
floor  of  1 .0  for  each  district,  meaning  that  no  district  could  have  a  factor  less  than  1 .0.  In 
1991-1992,  each  school  district  was  assigned  to  a  region  of  the  state  that  corresponded 
with  the  state  judicial  circuits,  and  all  districts  in  each  region  were  assigned  the  highest 
value  within  that  region.  This  method  was  again  used  in  1 992- 1 993  but  was  discontinued 
in  1993-1994,  and  in  1995-1996,  the  legislature  eliminated  the  floor  of  1.0  for  each 
district,  thus  allowing  some  districts  to  have  a  factor  that  was  lower  than  1.0. 

The  calculation  of  the  Declining  Enrollment  allocation  remained  the  same 
throughout  all  years  of  the  study,  although  the  amount  of  the  allocation  varied  from  year 
to  year.  This  calculation,  which  assists  those  districts  in  which  student  enrollment 
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declined  from  the  prior  year,  has  always  consisted  of  providing  the  district  with  funding 
for  50%  of  the  decline  in  student  enrollment,  using  the  funding  levels  from  the  prior  year. 
The  statewide  total  for  this  allocation  ranged  from  $249,295  in  1990-1991  to  $5,271,785 
in  1995-1996. 

There  have  been  some  formula  adjustments  that  have  been  added  or  eliminated 
since  1990-1991.  For  example,  the  Rapid  Growth  Adjustment,  the  Math/Science  Course 
Enrollment  Incentive,  and  the  Salary  Improvement  Incentive  were  all  included  in  the 
1990-1991  FEFP  but  have  not  been  included  since  then.  Others  adjustments,  such  as  the 
Administrative  Redirection  adjustment,  the  Remediation  Reduction  Incentive,  and  the 
Dropout  Prevention  Incentive,  were  introduced  within  this  time  period  and  were  later 
eliminated.  Other  components  of  the  FEFP  have  been  added  since  1990-1991  and  still 
remain  in  place,  such  as  the  Discretionary  Tax  Equalization  adjustment  and  the  Hold 
Harmless  adjustment.  Table  4  provides  a  detailed  list  of  each  component  and  for  which 
years  it  was  included  in  the  FEFP  calculation. 

The  categorical  programs  and  special  allocations  that  have  been  added  to  the  base 
FEFP  calculation  have  also  changed  significantly  over  the  past  10  years.  The  number  of 
categorical  programs  has  been  dramatically  reduced,  although  in  1999-2000  there  were 
still  six  categorical  programs  with  $1,222,023,090  in  combined  funding.  Table  5  outlines 
the  various  categorical  programs  and  special  allocations  and  specifies  in  which  years  they 
were  included  in  the  final  FEFP  distribution. 

In  order  to  identify  which  policy  changes  and  adjustments  to  the  funding  formula 
might  have  caused  an  increase  or  decrease  in  equity,  it  is  first  necessary  to  identify  the 
years  in  which  the  equity  of  the  formula  was  the  highest  and  lowest.  Overall,  the  1997- 
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1998  fiscal  year  appeared  to  have  the  greatest  amount  of  equity;  this  year  was 
characterized  by  more  horizontal  equity  than  all  other  years  on  the  measures  of  the  range, 
restricted  range,  federal  range  ratio,  standard  deviation,  and  McLoone  Index.  Closely 
following  this  year  was  the  1998-1999  fiscal  year,  in  which  the  coefficient  of  variation, 
standard  deviation  of  logarithms,  and  Gini  coefficient  each  indicated  greater  equity  than 
all  other  years  of  the  study.  Conversely,  the  lowest  degree  of  horizontal  equity  was 
observed  in  the  fiscal  year  1995-1996,  which  displayed  the  least  equitable  measures  of 
the  relative  mean  deviation,  McLoone  index,  coefficient  of  variation,  standard  deviation 
of  logarithms,  and  Gini  coefficient.  The  1994-1995  fiscal  year  was  also  relatively 
inequitable  as  compared  to  the  other  years  of  the  study;  in  this  year,  the  restricted  range 
and  federal  range  ratio  were  observed  at  their  least  equitable  values  within  this  study. 

While  a  more  rigorous  statistical  analysis  would  be  required  to  accurately 
pinpoint  the  specific  adjustments  and  circumstances  that  caused  these  specific  years  to  be 
more  or  less  equitable  than  the  others,  it  is  still  possible  to  make  a  preliminary 
identification  of  policy  changes  that  coincided  with  these  shifts  in  the  equity  of  the 
formula,  thus  providing  an  opportunity  to  conduct  further  research  into  these  policies. 
Therefore,  the  following  paragraphs  identify  certain  adjustments  to  the  FEFP  that 
occurred  during  these  years  of  relatively  high  and  low  equity. 

The  FEFP  demonstrated  the  lowest  degree  of  equity  in  1995-1996,  and  there  were 
several  differences  in  the  formula  that  occurred  in  this  year.  First,  the  Base  Student 
Allocation  increased  substantially  more  in  this  year  than  in  any  other  year  studied.  The 
increase  in  1995-1996  was  1 1.6%,  while  the  average  percentage  change  from  one  year  to 
the  next  during  the  ten- year  period  was  2.0%.  The  Hold  Harmless  component  of  the 
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formula,  which  had  been  introduced  in  the  previous  year,  provided  for  a  minimum  of  a 
2.0%  increase  in  funding  per  WFTE,  and  the  total  amount  of  funding  for  this  component 
was  $2 1 ,829, 1 32.  This  was  the  highest  level  of  increase  and  the  highest  amount  of 
funding  among  all  years  except  the  1994-1995  fiscal  year,  which  was  also  characterized 
by  a  lower  degree  of  equity.  Since  then,  the  percentage  increase  that  is  guaranteed  by  the 
Hold  Harmless  provision  has  decreased  to  1 .0%,  and  the  total  amount  was  as  low  as 
$193,194  by  the  1 999-2000  year. 

Additionally,  the  Declining  Enrollment  supplement  was  unusually  high  in  1995- 
1996.  While  the  ten- year  average  was  approximately  $1.4  million,  the  total  declining 
enrollment  supplement  was  $5.3  million  in  1995-1996.  This  was  partly  because  the  K-8 
summer  school  programs  were  removed  from  the  formula  in  this  year  and  were  made  into 
a  categorical  program  instead.  Thus,  the  school  districts  that  had  a  large  summer  school 
enrollment  received  compensation  through  the  declining  enrollment  supplement  for  50% 
of  the  decline  in  FTE  students. 

The  other  changes  to  the  formula  that  were  made  in  1995-1996  included  the  Safe 
Schools  allocation,  which  was  introduced  in  the  prior  year  but  was  distributed  differently 
in  1995-1996,  and  the  First  Grade  Class  Size  Reduction  allocation,  which  was  only 
included  in  the  FEFP  in  1995-1996.  The  Safe  Schools  allocation  had  first  been 
incorporated  into  the  FEFP  in  1994-1995,  when  it  was  distributed  based  upon  each 
district's  total  weighted  student  enrollment.  However,  the  distribution  method  changed 
in  1995-1996,  when  the  legislature  decided  to  base  80%  of  the  allocation  on  annual  crime 
data  reported  by  the  Florida  Department  of  Law  Enforcement,  and  only  20%  of  the 
allocation  was  distributed  according  to  district  weighted  enrollment.  In  the  following 
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year,  the  distribution  method  shifted  to  67%  based  upon  crime  data  and  33%  based  upon 
weighted  enrollment.  The  First  Grade  Class  Size  Reduction  allocation  was  introduced 
into  the  FEFP  in  1995-1996  and  was  subsequently  converted  into  the  Class  Size 
Reduction  categorical  program.  In  1995-1996,  this  allocation  of  $40  million  was 
prorated  based  upon  first  grade  membership;  in  the  following  three  years,  the  Class  Size 
Reduction  categorical  program  increased  the  total  allocation  to  $100  million  dollars. 

As  mentioned  previously,  the  1997-1998  fiscal  year  demonstrated  the  highest 
levels  of  horizontal  equity  that  were  observed  in  this  study.  There  were  a  number  of 
significant  policy  changes  that  were  made  in  this  year,  the  most  notable  of  which  was  the 
collapsing  of  cost  factors  for  exceptional  student  education.  This  actually  resulted  in  a 
decrease  in  the  total  number  of  weighted  full-time  equivalent  students  from  2.96  million 
in  1996-1997  to  2.87  million  in  1997-1998.  The  1997  Florida  Legislature  restructured 
the  cost  factors  used  for  special  education  programs  and  created  new  cost  factors  that 
represented  five  different  levels  of  support  depending  upon  the  severity  of  the  needs  of 
each  individual  student.  This  new  matrix  of  services  reduced  the  number  of  cost  factors 
for  special  education  programs  from  1 5  to  5  and  significantly  changed  the  way  that  funds 
were  distributed  for  special  education  students. 

The  consolidation  of  cost  factors  also  extended  beyond  special  education 
programs  to  dropout  prevention  programs,  English  for  Speakers  of  Other  Languages,  and 
vocational  programs  for  grades  6-12.  For  each  of  these  categories,  all  of  the  existing  cost 
factors  were  compressed  into  a  single  cost  factor,  thus  further  simplifying  the  program 
cost  factors  used  in  the  FEFP.  These  changes  had  the  end  result  of  reducing  the  number 
of  program  cost  factors  from  54  to  12  in  1997-1998. 
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Another  adjustment  that  may  have  contributed  to  the  high  degree  of  equity  that 

was  observed  in  1997-1998  was  the  Disparity  Compression  Adjustment.  Although  this 

adjustment  was  added  to  the  formula  in  the  previous  year,  the  total  amount  of  the 

allocation  had  increased  from  $32,995,707  in  1996-1997  to  $44,455,279  in  1997-1998. 

Also,  the  calculation  of  this  adjustment  changed  slightly  in  1997-1998.  In  1996-1997,  the 

calculation  consisted  of  the  greater  of  two  amounts:  the  amount  necessary  to  raise  a 

district's  funding  per  FTE  student  to  a  level  that  is  equal  to  one  standard  deviation  below 

the  state  average,  or  the  amount  necessary  to  raise  the  district's  funding  level  10%  closer 

to  the  state  average.  This  second  condition  was  changed  in  1997-1998  to  an  amount 

equal  to  97%  of  the  statewide  average,  and  it  is  reasonable  to  assume  that  this  adjustment 

contributed  to  the  higher  degree  of  equity  that  was  observed  in  1997-1998. 

One  other  significant  change  in  the  FEFP  that  occurred  in  this  year  was  the 
removal  of  adult  education  programs  from  the  formula.  Instead,  adult  education 
programs  were  funded  through  the  Division  of  Workforce  Development  budget.  This 
change  resulted  in  a  decrease  in  the  total  number  of  FTE  students  between  1996-1997  and 
1997-1998,  from  2.37  million  students  to  2.30  million  students. 

This  chapter  presented  the  results  of  the  analysis  of  the  horizontal  equity  and  the 
wealth  neutrality  of  the  Florida  Education  Finance  Program.  The  following  chapter  will 
discuss  the  implications  of  this  study  as  well  as  the  possibilities  for  future  research  into 
the  questions  raised  by  this  analysis. 

Notes 

The  decrease  in  the  amount  of  funding  per  student  in  these  two  years  is 
attributable  to  the  economic  recession  that  took  place  in  Florida  during  that  time. 

2  U.S.  Code,  vol.  20,  sec.  7709. 
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CHAPTER  5 
DISCUSSION 


Introduction 


In  Chapter  4,  the  results  of  the  longitudinal  analysis  of  the  distributional  equity  of 
the  Florida  Education  Finance  Program  were  presented.  Chapter  5  discusses  these  results 
in  more  detail  and  offers  several  conclusions  based  upon  these  results,  as  well  as 
implications  for  further  research  in  the  equity  of  education  finance.  Chapter  5  begins 
with  a  general  summary  of  this  study,  including  the  research  questions  and  the  purpose  of 
the  analysis,  to  be  followed  by  a  presentation  of  the  observations  and  conclusions  of  the 
study.  This  chapter  will  conclude  with  a  discussion  of  the  implications  of  this  study  for 
future  research  and  practice. 

Summary  of  Research  Questions 
The  equity  of  education  finance  formulas  has  been  a  topic  of  significant  concern 
and  debate  throughout  the  past  century.  As  evidenced  by  the  Tenth  Amendment  to  the 
United  States  Constitution  as  well  as  the  United  States  Supreme  Court  case  of  San 
Antonio  v.  Rodriguez,  the  responsibility  for  education  finance  -  and  for  ensuring  its 
equity  -  clearly  rests  within  each  of  the  fifty  states.  This  responsibility  is  further 
enforced  by  the  provisions  of  many  state  constitutions  requiring  the  equitable  provision 
of  educational  opportunity  to  all  students  within  the  state.  Consequently,  most  states 
have  devised  complex  funding  formulas  that  are  designed  to  distribute  funding  for 
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education  more  equitably.  Such  formulas  are  intended  to  address  many  different  aspects 

of  equity.  For  example,  horizontal  equity  demands  that  students  in  the  various  school 

districts  be  treated  equitably  across  the  state.  On  the  other  hand,  wealth  neutrality 

requires  that  the  amount  of  funding  per  student  that  is  received  by  the  school  district  is 

not  dependent  upon  the  amount  of  property  wealth  per  student  in  that  district. 

In  the  State  of  Florida,  this  funding  system  is  presently  known  as  the  Florida 

Education  Finance  Program.  The  Florida  Education  Finance  Program  (FEFP),  which 

was  implemented  in  1973,  is  authorized  in  Florida  Statutes  to  provide  equalization  of 

educational  opportunity  to  public  school  students  in  the  State  of  Florida.2  The  FEFP 

attempts  to  provide  a  more  equitable  distribution  of  funding  by  incorporating  such  factors 

as  the  varying  cost  of  living  among  school  districts,  the  varying  costs  of  different 

educational  programs,  the  varying  ability  of  school  districts  to  generate  local  property 

taxes,  and  the  varying  sparsity  and  dispersion  of  student  populations.  These  formula 

adjustments  are  intended  to  address  the  horizontal  equity  of  students  across  the  state  as 

well  as  the  wealth  neutrality  of  the  formula  towards  students  from  areas  of  varying 

property  wealth.  However,  the  Florida  Legislature  makes  changes  to  the  FEFP  on  an 

annual  basis,  and  thus  the  equity  of  the  distribution  shifts  slightly  from  year  to  year.  The 

intent  of  this  study  was  to  first  examine  the  horizontal  equity  and  wealth  neutrality  of  the 

formula  over  ten  years  in  order  to  discern  any  changes  in  the  equity  of  the  formula,  to 

then  study  the  nature  of  the  relationship  between  property  wealth  and  funding  per  student, 

and  to  identify  policy  changes  that  might  have  been  associated  with  the  observed  shifts  in 

the  equity  of  the  formula.  Each  of  these  questions  was  addressed  using  the  methodology 

that  was  outlined  in  Chapter  3.  The  results  of  these  research  questions,  which  were 
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presented  fully  in  Chapter  4,  as  well  as  some  general  conclusions,  are  briefly  summarized 

in  the  following  section  of  this  chapter. 

Observations  and  Conclusions 

The  previous  section  contained  an  overview  of  the  intent  of  the  present  study. 
This  section  presents  a  brief  summary  of  the  results  and  observations  of  the  study,  which 
were  described  in  full  detail  in  Chapter  4.  First,  the  horizontal  equity  of  the  formula  is 
addressed,  and  then  the  wealth  neutrality  of  the  formula  is  discussed.  Finally,  a 
discussion  of  the  policy  changes  and  formula  adjustments  that  may  have  influenced  the 
equity  of  the  formula  is  presented. 

Overall,  the  horizontal  equity  of  the  formula  was  relatively  stable  over  the  ten- 
year  period.  Most  of  the  horizontal  equity  measures  indicated  a  slight  increase  in  the 
equity  of  the  formula  during  this  time;  these  included  the  restricted  range,  federal  range 
ratio,  relative  mean  deviation,  coefficient  of  variation,  standard  deviation  of  logarithms, 
McLoone  Index,  and  Gini  coefficient.  The  only  three  measures  that  showed  a  decrease  in 
equity  over  the  ten-year  period  were  the  simple  range,  variance,  and  standard  deviation, 
all  of  which  are  influenced  by  the  scale  of  the  distribution  and  thus  are  affected  by 
inflation  in  longitudinal  studies.  In  1996-1997  and  1997-1998,  the  horizontal  equity  of 
the  formula  increased  on  all  measures,  thus  suggesting  that  the  formula  was  most 
equitable  in  these  years.  However,  there  were  some  years  in  which  the  horizontal  equity 
of  the  formula  appeared  to  decrease  on  most  or  all  measures,  especially  in  1993-94,  1994- 
95,  and  1995-96.  Still,  there  was  a  general  increase  in  the  horizontal  equity  of  the 
formula  between  1 990- 1 99 1  and  1 999-2000,  which  indicates  that  the  funding  formula 


122 
provides  a  relatively  equitable  distribution  across  the  67  school  districts  and  also  that  the 

degree  of  equity  is  improving  over  time. 

The  wealth  neutrality  of  the  formula  also  improved  between  1990-1991  and  1999- 
2000.  This  improvement  was  observed  over  the  ten-year  period  on  all  of  the  measures  of 
wealth  neutrality  that  were  utilized  in  this  study,  including  the  correlation,  slope,  and 
elasticity.  The  individual  years  that  demonstrated  improvement  on  all  measures  were 
1991-1992  and  1999-2000,  while  a  decrease  in  wealth  neutrality  was  observed  for  all 
measures  in  1992-1993  and  1997-1998.  It  is  perhaps  interesting  to  note  that  in  several 
years,  opposite  trends  were  observed  in  the  measures  of  horizontal  equity  and  of  wealth 
neutrality,  thus  illustrating  the  difficulty  of  achieving  both  forms  of  distributional  equity 
simultaneously. 

There  were  a  number  of  changes  and  adjustments  to  the  FEFP  that  were  made 
during  these  years  that  may  have  affected  the  horizontal  equity  and  wealth  neutrality  of 
the  formula.  Policy  changes  that  occurred  in  the  year  with  the  lowest  degree  of 
horizontal  equity,  1995-1996,  included  a  substantial  increase  in  the  Base  Student 
Allocation,  a  large  allocation  for  the  Hold  Harmless  adjustment,  an  unusually  high 
allocation  for  the  Declining  Enrollment  supplement,  and  special  allocations  such  as  the 
Safe  Schools  allocation  and  the  First  Grade  Class  Size  Reduction  allocation.  Some  of  the 
policy  changes  that  occurred  in  the  year  with  the  greatest  degree  of  horizontal  equity, 
1997-1998,  included  the  collapsing  of  cost  factors  for  exceptional  student  education,  the 
consolidation  of  other  program  cost  factors,  the  Disparity  Compression  adjustment,  and 
the  removal  of  adult  education  programs  from  the  FEFP. 
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The  wealth  neutrality  of  the  formula  appeared  to  be  the  highest  in  1999-2000, 

with  the  correlation,  slope,  and  elasticity  all  exhibiting  the  lowest  values  in  this  year. 

Changes  in  the  formula  that  took  place  in  1999-2000  include  the  removal  of  summer 

school  programs  from  the  calculation  of  student  enrollment,  an  unusually  high 

appropriation  for  the  Declining  Enrollment  allocation,  providing  each  district  with  a 

minimum  of  $30,000  for  the  Safe  Schools  allocation,  and  an  increase  in  funding  for  the 

Disparity  Compression  Adjustment.  Conversely,  the  formula  demonstrated  the  least 

amount  of  wealth  neutrality  in  1997-1998,  when  the  correlation  between  funding  per 

student  and  property  wealth  per  student  was  the  highest,  and  in  1990-1991,  when  the 

slope  and  elasticity  were  highest.  There  were  many  adjustments  to  the  FEFP  in  1997- 

1998,  as  described  in  the  previous  paragraph,  and  while  these  adjustments  may  have  led 

to  greater  horizontal  equity,  they  may  also  have  contributed  to  a  decrease  in  the  wealth 

neutrality  of  the  formula.  In  1990-1991,  there  were  several  components  that  were  not 

included  in  subsequent  years,  such  as  the  Rapid  Growth  Adjustment,  the  Adequacy 

Supplement,  the  Extended  Day  supplement,  the  Math/Science  Course  Enrollment 

Incentive,  and  the  Salary  Improvement  Incentive.  These  components  may  also  have  had 

a  disequalizing  effect,  as  evidenced  by  the  high  slope  and  elasticity  during  that  year. 

The  evaluation  of  the  wealth  neutrality  of  the  FEFP  also  constituted  a  statistical 

analysis  of  the  relationship  between  funding  per  student  and  property  wealth  per  student 

in  each  district.  This  analysis  revealed  that  in  all  but  two  of  the  years  that  were  studied, 

this  relationship  was  quadratic  in  nature.  This  could  be  because  the  FEFP  provides 

additional  assistance  to  the  poorest  school  districts,  which  results  in  a  non-linear 

relationship.  However,  it  is  important  to  note  that  the  magnitude  of  this  relationship  is 
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very  small;  in  other  words,  although  there  is  some  change  in  funding  per  student  that  is 
associated  with  property  wealth  per  student,  the  degree  of  change  is  very  small  in 
proportion  to  the  total  amount  of  funding  per  student. 

Therefore,  the  general  conclusions  of  this  study  are  that  both  the  horizontal  equity 
and  the  wealth  neutrality  of  the  FEFP  are  relatively  high  and  are  improving  with  time. 
There  was  a  marked  trend  toward  greater  equity  that  was  observed  in  both  the  measures 
of  horizontal  equity  and  of  wealth  neutrality,  although  this  trend  was  not  necessarily 
consistent  throughout  the  ten- year  period.  The  shifts  in  the  equity  of  the  formula  that 
were  observed  in  certain  years  suggest  that  some  formula  adjustments  may  have  caused 
the  distribution  to  become  more  or  less  equitable.  This  study  identified  certain  formula 
components  and  policy  changes  that  coincided  with  improvements  or  declines  in  the 
equity  of  the  formula;  however,  further  research  would  be  necessary  in  order  to  fully 
determine  whether  or  not  a  causal  relationship  is  present. 

This  section  provided  an  overview  of  the  observations  and  conclusions  that 
resulted  from  this  study.  In  the  following  section,  the  implications  of  this  study  for  future 
research  in  education  finance  will  be  explored.  In  addition,  possible  implications  for 
policy  implementation  will  also  be  discussed. 

Implications 
The  purpose  of  this  study  was  to  examine  the  horizontal  equity  and  the  wealth 
neutrality  of  the  Florida  Education  Finance  Program  between  the  years  1990-1991  and 
1999-2000  and  to  identify  funding  policies  and  formula  adjustments  that  may  have 
caused  the  equity  of  the  formula  to  fluctuate  from  year  to  year.  The  results  of  the 
statistical  analysis  indicated  that  the  FEFP  does  indeed  provide  a  high  degree  of 
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horizontal  equity  and  wealth  neutrality.  Although  the  equity  measures  fluctuated  in  both 

directions  during  the  ten  years  that  were  studied,  an  overall  trend  of  increased  equity  was 

observed  for  both  horizontal  equity  and  wealth  neutrality.  Thus,  the  results  of  this  study 

generally  confirm  that  the  FEFP  is  functioning  effectively  and  is  fulfilling  its  statutory 

purpose. 

While  the  results  of  this  study  do  have  significant  implications  for  education 
finance  in  Florida,  there  is  certainly  a  need  to  conduct  further  research  on  these  issues. 
There  were  a  number  of  formula  components  and  adjustments  that  were  identified  in  this 
study  as  possible  causes  of  the  observed  fluctuations  in  the  equity  of  the  formula. 
However,  further  research  would  be  necessary  in  order  to  make  any  definitive  statements 
about  the  effects  of  the  policies  and  adjustments  that  were  identified  and  discussed  in  this 
study.  Thus,  now  that  a  preliminary  identification  has  been  made,  future  studies  could 
focus  on  a  detailed  statistical  analysis  of  these  individual  formula  components  in  order  to 
determine  which  ones  had  the  most  substantial  positive  or  negative  impact  upon  the 
overall  equity  of  the  formula. 

While  this  study  presented  a  thorough  analysis  of  the  horizontal  equity  and  wealth 
neutrality  of  the  FEFP,  further  investigation  into  the  adequacy  of  the  formula  is 
warranted.  As  mentioned  in  Chapter  2,  an  increasing  amount  of  attention  is  currently 
being  focused  on  the  adequacy  of  education  finance  rather  than  solely  on  issues  of  equity. 
Such  a  study  would  prove  to  be  very  challenging,  if  only  because  the  concept  of 
adequacy  is  so  difficult  to  define  and  measure.  However,  this  issue  is  particularly 
relevant  in  Florida  given  the  1 998  amendment  to  the  state  constitution  providing  that  it  is 
"a  paramount  duty  of  the  state  to  make  adequate  provision  for  the  education  of  all 
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children"  including  a  "uniform,  efficient,  safe,  secure,  and  high  quality  system  of  free 

public  schools."3  Thus,  there  is  a  clear  need  for  further  examination  of  the  adequacy  of 

the  FEFP  in  light  of  this  state  constitutional  provision. 

Another  potential  area  for  further  research  pertains  to  the  equity  of  education 
finance  within  school  districts,  not  only  among  all  of  the  school  districts  in  the  state. 
Although  it  is  certainly  important  and  essential  to  ensure  that  all  of  the  school  districts  in 
the  state  are  receiving  equitable  treatment  from  the  state,  it  is  just  as  essential  to  ensure 
that  students  within  each  district  are  being  treated  equitably  as  compared  to  students  in 
other  classes,  other  programs,  and  other  schools  in  the  same  district.  Again,  such  a  study 
would  prove  to  be  very  complicated,  most  importantly  because  of  the  difficulty  in 
obtaining  reliable  and  comparable  data.  Thus,  while  this  study  draws  important 
conclusions  about  inter-district  equity,  there  is  a  need  for  further  examination  of  intra- 
district  (or  inter-school)  equity  within  the  State  of  Florida. 

The  issue  of  increased  accountability  for  taxpayer  dollars  has  also  affected  the 
financing  of  public  education  in  recent  years,  particularly  in  the  State  of  Florida.  There 
has  been  a  national  movement  towards  greater  accountability  in  education,  and  in  Florida, 
this  trend  has  resulted  in  several  policy  initiatives.  One  such  initiative  is  the  Florida 
School  Recognition  Program,  which  is  intended  to  provide  greater  autonomy  and 
financial  awards  to  public  schools  with  sustained  or  significantly  improved  student 
performance  as  defined  by  a  number  of  measures.4  However,  there  are  many  questions 
about  the  effectiveness  -  and  the  fairness  -  of  such  performance-based  funding  programs 
in  the  realm  of  education.  These  issues  also  merit  further  research  in  terms  of  their  effect 
on  the  equity  of  the  education  finance  system. 
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Notes 

1  San  Antonio  Independent  School  District  v.  Rodriguez,  41 1  U.S.  1  (1973). 

2  Florida  Statutes,  sec.  236.012,  art.  1. 


Florida  Constitution,  art.  1 0,  sec.  1 . 


4  Florida  Statutes,  sec.  231.2905. 
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